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TRUCKS 


. . MARMON-HERRINGTON 
FAMOUS “LOCUST” AIRBORNE TANK 


@ MARMON-HERRINGTON All-Wheel-Drive CONVERTED FORD 


Goes Anywhere a Tank Can Go 


®@ Here’s the truck that is “made to 
order” for the toughest jobs in the 
road construction, road mainte- 
mance, snow removal and similar 
services—the truck that out-per- 
forms all others in mud, sand and 
snow and up steep grades. It is the 
truck that oil field operators, log- 
gers, miners, and public utility crews 


give unending praise. Tested over 
the same hills, sand pits and marshes 
used for proving the famous Mar- 
mon-Herrington combat tanks, it 
goes anywhere the tanks could go— 
stands up to the same “punishment.” 
These trucks are now coming off 
the line. Either 4-wheel-drive or 
6-wheel-drive. Write for literature. 


MARMON-HERRINGTON CO., INC. + INDIANAPOLIS 7, IND. 


Cable Address: MARTON 


MARMON-HERRINGTON 
p0Ul-Wheel-Drive trucks 
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3arber Makes the Burner 
Suit the Appliance 


Since strict conservation is now the urgent duty of every fuel user, the type of 
iency afforded by Barber Burners assumes new significance. A group of about 

© hundred outstanding makers of gas appliances for all purposes, who have 
pted Barber units as standard equipment, furnish unquestionable evidence as 

Barber superiority. 

le have the proper facilities and experience for designing and building the ex- 
type and size of burner unit to fit any gas appliance, using natural, manu- 
red, Butane or bottled gas. We will cooperate with any reliable manu- 
rer in the necessary Sa a and laboratory testing, and in acting as 
nuous source of supply for his burner units. 


Write for Catalog 42 showing many les of Burners for Appliances and Industrial ipment, also Con- 
version Burners A - eh, and Boilers, and Pressure So 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


IBARBER BURNERS 
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You thread pipe with the 
utmost ease and speed 


ith semi-automatic self-contained 


Fela No. 65R 


Workholder 
sets 
instantly! 


\) 











Dies set to 
thread 1” to 2” 
pipe in 
10 seconds! 








* WORK-SAVER PIPE 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S. A. 


@ This popular die stock 
gives you clean precision 
threads in 1”, 1%”, 1%” 
and 2” pipe more quickly 
and with the least effort. 
For 1 set of high-speed 
steel dies threads all 4 
sizes, sets to pipe size in 
10 seconds—no dies to 
change or carry around. 
And its foolproof work- 
holder adjusts instantly— 
only 1 screw to tighten, no 
bushings to fool with. Save 
work, get better threads— 
ask your Supply House 
for the _ self-contained 


RIZAID No. 65R. 
rey up 
handily on 





TOOLS * 
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Pages with the Editors 


Setups the rising generation is one of the 
‘raditional prerogatives of the “sitting” 
generation and has never been taken too seri- 
ously by either generation. But the recent de- 
feat of the hitherto invincible American battle- 
ship Missouri at the hands of some 60,000 New 
York city school children, and many of their 
more irresponsible elders, is something which 
every experienced public utility property op- 
erator will understand most sympathetically. 


HERE was a sterling ship which braved the 
horrors of the Kamikazes, the mine fields of 
the Pacific, and the numerous other dire perils 
of honorable maritime warfare. She emerged 
from these virtually unscathed, only to fall 
prey to a horde of doodlers, whittlers, chiselers, 
and downright vandals who came aboard 
equipped with screw drivers, pliers, and 
wrenches—all presumably citizens or prospec- 
tive citizens of the Missouri’s own government. 
Initials were wantonly gouged in deck enamel, 
upon gun casings, and an attempt was even 
made to remove the sacred plaque mounted on 
the spot of the historic surrender of the Jap- 
anese government to the American armed 
forces in Tokyo bay. 


M. Q. SHARPE 


Actual development of the Missouri river is 
the important thing ; administrative 
organization ts secondary. 


(See Pace 754) 
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LYLE H. BOREN 


The splendid mission of REA must not be 
compromised by letting it get off the track. 


(See Pace 745) 


As The New York Times observed edito- 
rially, it is almost an impossible task for au- 
thorities to estimate the number of vandals in 
a crowd of the size (almost three-quarter mil- 
lion) which boarded the USS Missouri as 
sight-seeing guests during her Navy Day stay 
in New York harbor. But the percentage runs 
uncommonly high in our larger American cities 
and the phenomenon of congenital vandalism 
seems to be largely, although by no means ex- 
clusively, American. School authorities have 
waged war for years against the destruction of 
public property by juvenile hoodlums. 


> 


a utility companies have had to cope 
with this problem for years. There isn't 
a telephone company or rural power utility of 
any size at all in the United States which does 
not write off with monotonous regularity losses 
incurred through the replacement of | street 
lights, insulators, transformers, and -pole-line 
equipment generally. 


Way is it that so-called sportsmen, who are 
not marksmen enough to hit ducks, deers, 
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Powes for Pensacola 





Riley Steam Generating Unit installed in Gulf Power Company’s new 
22,500 KW high pressure plant. Commonwealth & Southern Corp. 
also installed a duplicate unit at Mississippi Power Co., Hattiesburg, 
Miss., and have placed orders for another duplicate unit at Mississippi 
Power Co. and South Carolina Power Co. © 
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Riley Steam Generating Unit 
Gulf Power Co., Pensacola, Fla. 
230,000 Ibs./hr.—975 Ibs. Design Pressure—900° F. Steam Temp. 


az é i » W COMPLETE STEAM GENERATING UNITS 
Boilers - Pulverizers - Burners - Stokers - Superheaters 


Air Heaters - Economizers - Water-cooled Furnaces 
STOKER CORPORATION, WORCESTER, MASS.  Stesi-Ciad insulated Settings - Flue Gas Scrubbers 
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pheasants, rabbits, et al., must take out their 
spleen by using inoffensive pole lines as tar- 
gets? One is tempted to generalize that the 
true sportsman would be ashamed of his own 
failure to hit_legitimate targets and that only 
rank amateurs would ever behave in such 
childish fashion. 


THE most unfortunate consequence of such 
behavior is not the expense of replacing street 
lamns, insulators, and so forth, considerable 
though the sum may be. It is the public dis- 
comfort and even dangerous results of service 
interruptions. In rural areas, human life itself 
can be jeopardized through such malicious 
severing of communications lines and disrup- 
tion of power supply. 


THE suggestion above that such vandalism 
is a predominantly American trait may in turn 
suggest that the remedy might lie in mastering 
certain defects in American educational and 
disciplinary methods. American telephone men 
who nave traveled to Europe have commented 
with wonder about the freshly painted tele- 
phone booths one sees in Switzerland, recalling 
the ccstly quest which the telephone industry 
in the United States made for “doodleproof” 
steel linings for telephone pay stations in this 
country. 


In prewar France one had only to look at 
the volume of defacing scrawls and initials 
in such places as railway stations, Notre Dame 
Cathedral, Arc de Triomphe, and the palace 
at Versailles to see that they were largely 
the handicraft of American tourists, who often 
shamelessly added their place of origin, sch 
as Boston, Pittsburgh, Chicago, etc. 


* 


WW: are honored in this issue to present as 
contributors both the governor and a 
United States Representative in Conzress oi 
two great sovereign states. They are GOVERNOR 
M. Q. SHARPE of South Dakota, whose article 
on the proposed Missouri Valley Authority be- 
gins on page 754, and Lyte H. Boren of Okla- 
homa, whose article on the Rural Electrifica- 
tion Administration opens the issue. 


GoverRNor SHARPE was born in Marysville, 
Kansas, in 1888 and received his early educa- 
tion in that state. Prior to taking a law degree 
at the University of South Dakota (LLB, ’14), 
he had served a hitch in the U. S. Navy as a 
chief yeoman on the old presidential yacht, 
USS Mayflower. Subsequently he served in 
World War I as a U. S. Army Corporal. His 
professional life be; as state’s attorney for 
Lyman county, 1916 to 1920, followed by pri- 
vate practice, culminating in his becoming at- 
torney general of South Dakota from 1929 
to 1933. After more active legal practice, as 
well as farming, our contributor was elected 
governor of South Dakota beginning January 
5, 1943.. He has always been interested in nav- 
igation, irrigation, and river developments gen- 
erally connected with the Missouri, and is 
chairman of the Missouri River States Com- 
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W. D. GAY 


We must not be too hasty in putting air lines > 
in the strait jacket of conventional regulation. ~ 


(See Pace 760) 
mittee, members of which are the governors 7 
of states in that river basin. 


REPRESENTATIVE BorEN was born in Texas ir 
1909, but after somewhat precocious progress 
through Central Teachers College at Ada, 
Oklahoma (BA, ’30), and as a graduate stu- 
dent of Oklahoma Agriculture and Mechanical 
College, he began teaching school at Wolf, 
Oklahoma, and became associated with the 
U. S. Treasury Department in 1935. He was 
elected to the 75th Congress from the fourth 
district of Oklahoma in 1936 when he was but 
twenty-seven years of age and has since been 
reélected to the same seat in every subsequent 
Congress. His article is based in substance on 
his recent testimony before the public power 
subcommittee of the House Interstate and For- 
eign Commerce Committee. He is also a mem- 
ber of that committee in charge of a subcom- 
mittee investigating the effectiveness of the 
Holding Company Act. 


* 


D. Gay, whose article on the pro- 

e posed regulation of air-line securities 
begins on page 760, has recently returned to 
the natural gas industry after some brief serv- 
ice with one of the larger commercial air lines. 
Mr. Gay, who is a Harvard graduate, and was 
for many years associated with Standard Sta- 
tistics Company, New York, will be recalled by 
our readers for his previous thought-provoking 
contributions on the subject of natural gas reg- 
ulation. , 


THE next number of this magazine will 
out December 20th. 


A, Exterres 
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There’s a NEW TOUCH, a NEW ACTION in the NEW REMINGTON— 
the ‘sweetest running typewriter you’ve ever used! Developed by 
Remington Rand research, perfected by Remington Rand engineers, 
it puts at your fingertips a Personal Touch more sensitive, more uni- 
form, an action that’s faster, more streamlined than ever before 
conceived. A new touch that’s instantly changeable to your desire—a 
new action, swifter than the fastest flying fingers...here are the two 
features most wanted by every typist, and built into a typewriter as 
only Remington Rand craftsmen know how to build them. No wonder 
more Remingtons have been sold than any other make! No wonder 
Remington Rand is the FIRST name in typewriters! See for yourself... 
phone your nearby Remington Rand office or representative ... today! 
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YuLCAR PNEUMATICALLY OPERATED AUTOMATIC SEQUENTIAL 
SOOT BLOWER AND DESLAGGING SYSTEM 


The system designed to use either STEAM or AIR as the blowing medium 


AIR MOTOR DRIVEN ROTARY SOOT BLOWER UNIT 
WITH MULTI-JET HYVULOY, VULCROM, ALVULOY 
- OR PLAIN STEEL ELEMENT AND BEARINGS 


=VULCROMATIC MODEL LG-3 TYPE E-1 


Use Hy VULoy up to 1900° F, 
VULcrom or AlVULoy up to 1600° F 
and Plain Steel up to 900° F. 


plies 


AIR MOTOR DRIVEN WATER WALL 
DESLAGGERS AND GUN TYPE MASS 
BLOWER UNITS. 


MODEL RW AND MODEL RG=> 


12” Nozzle travel eliminates 
the necessity for air cooling 
in high temperature locations. 


bill, 


Air motor driven long RETRACTABLE MODEL T-2 


For locations in boilers where the gas temperatures exceed 1900° F. 


Use either STEAM or COMPRESSED AIR as the Blowing medium. 

Continuous or intermittent puff blowing—whichever preferred. 

Alll units driven with air motors—p tically controlhed. 

Automatic nozzle position indicators forall retractable units. 

Complete automatic remote control from a conveniently located panel. 

P tically operated shut-off valve controlling the blowing medium to the 
system. 

Automatic drainage of the soot blower piping system. 

Automatic recording flow meter to record the steam or air consumption for each 
soot blower unit. 

Reduces Labor and Fuel costs. . 

Reduces Maintenance and Operating costs. 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna. 





ated 








asis 


oso O44 OU SWNH= 


— 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











EprtoriaL STATEMENT 
The Wall Street Journal. 
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IRA MOSHER 
President, National Association 
of Manufacturers. 


DonALD R. RICHBERG 
Economist. 
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G. METtzMAN 
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Excerpt from statement of execu- 
tive council, American Federation 
of Labor. 


Francis CASE 
U. S. Representative from 
South Dakota. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“The only way to prevent the use of the atomic bomb is 
to prevent war.” 


> 


“Simple recipe for prosperity: If you want to make a 
dollar by any honest means you are free to try, and if you 
succeed you may keep it.” : 


aa 


“We must fashion our labor laws to end special priy- 
ileges for a fourth of our national labor force at the ex- 
pense of the other three-fourths.” 


od 


“It would be strange if, as a leading apostle of interna- 4 
tional peace, the United States were gompelled to con- — 
fess itself unable to preserve domestic peace.” 


* 


“What happens in the Missouri river valley will have 
more effect on the wild life of the nation than what hap- 
pens in any other river valley in the United States.” 


> 


“Let us struggle to achieve the type of world we think 
will best serve the interests of mankind and not take the 
defeatist attitude that totalitarian controls are inevitable.” 


* 


“It would be entirely possible for the competition of 
tax-subsidized transportation so to undermine America’s 
railroads that the government would have to take them 
over.” . 


> 


“The degree of prosperity which we shall have in this 
country following this war depends almost wholly upon 
the degree of success which labor achieves in its demands 
for higher wages.” 


* 


“There is no desirable end of purpose in the proposed 
[MVA] measure that cannot be accomplished under ex- 
isting legislation and authority. My people are getting a 
little tired of having their lives regimented to the extent 
of some provisions, such as for social planning develop- 
ment.” 


12 . 
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WHEREVER YOU GO YOU SEE 
BURROUGHS MACHINES 
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The First Notional Bonk, Chicago—like thousands of other bonks throughout 
the nation—speeds checking account posting with Burroughs machines, . 
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IN SERVICE 
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Step by step, for more than fifty years, Burroughs machines 
have developed with the needs of business and industry. 
Bookkeeping, accounting, calculating, statistical, cash handling 

and other types of machines have come from Burroughs 

as specialized business needs have developed through the years. 
Today Burroughs’ wide range of machines is serving practically 
every known need of modern business for time-saving figuring and 


accounting machines—and matching each need with the specific 
type of machine to do the required work efficiently. That's one 
big reason why you see Burroughs machines wherever you go, 
BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES NATIONWIDE MAINTENANCE SERVICE ¢ BUSINESS MACHINE SUPPLIES 
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REMARKABLE REMARKS—( Continued) 


Gren H. TAayLor 
U. S. Senator from Idaho. 


EprroriAL STATEMENT 
The Hartford (Connecticut) 
Courant. 


Leo CROWLEY 
Former Foreign Economic 
Administrator. 


Joun C. Vivian 
Governor of Colorado. 


HERBERT HoOovER 
Former President of the United 
States. 


Epitor1AL STATEMENT 
The New York Times. 


Carrot B. HUNTRESS 
Chairman, New York State 
Conference in Opposition to the 
St. Lawrence Project. 


Eprtor1aL STATEMENT 
News letter of the First National 
Bank of Boston. 
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“I do not feel a CVA will take away any rights, 
or regiment the people, any more than under our existing 
Federal departments which now carry on the activities 
of developing and controlling our natural resources.” 


> 


‘ 


‘... to argue that electrical energy from government 
plants is cheap energy because of rates prevailing in the 
Tennessee Valley Authority is to drag a really bright 
red herring across the trail. The TVA ‘yardstick’ has 
heen proved time and again to be a phony.” 


* 


“I am convinced that habitual and extensive use of pub- 
lic investment as a device to maintain employment in the 
economic system will lead to the disappearance of the 
free, private enterprise, economic system which has 
achieved the economic prosperity of modern times.” 


> 


“Authorities are devised as instruments to accomplish 
a planned economy which by-passes our constitutional 
system. They represent a welding of economic and politi- 
cal power which sidesteps the powers and functions of 
the individual states and of existing Federal departments.” 


* 


“No one has a ‘right’ to a job. The most we have under 
the traditional guaranties of the republic is a right to an 
opportunity. We can have guaranteed employment, but it 
must be found in the healthy stabilization of our economy, 
not imposed on it arbitrarily by executive order.” 


¥ 


“The advantages that urbanites take for granted are 
still to be realized by many farm families. More than 8 
per cent of the farmhouses do not have bathtubs, 85 per © 
cent lack mechanical refrigerators, 80 per cent have m0)) 
running water, 69 per cent lack electric lights, 40 per cent 
have no radios.” — 


* 


“ 


. utilization of atomic energy for power, which 
eminent engineers foresee within twenty years, would 
make obsolescent such hydroelectric projects as that pro= 
posed for the St. Lawrence river. Were any additional” 
argument required against this billion-dollar-plus schemg 
it lies in our entry into the atomic age.” 


* 


“American capitalism is an oasis in a world gone left 
ward. But this is not the first time that our country has 
been placed in an isolated réle. As a matter of fact, our 
private enterprise system and our democratic form of 
government are the outgrowth of dissatisfaction with the 
tyrannies of the old world.” 
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the Switching Equipment 


SPECIALIST _— 
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For over thirty years R&IE has concentrated on the 


business of switchgear manufacturing. The intro- HORN GAP SWITCI 
duction of R&IE Hi-Pressure Contacts to switching 
equipment has been the most revolutionary and most 
imitated of the major switch developments. R&IE 
is continually searching for refinements, improve- 
ments and other operating advantages. 


INTERRUPTER SWITC 


Here is shown a production line of 
type HPS, hook operated CUTOUTS AND 


disconnecting switches. THERMO-RUPTER 





SWITCH OPERATI 
MECHANISMS 


SUBSTATIONS 


OPEN OR ENCLOSI 
ISOLATED PHAS| 
HEAVY DUTY BUS 


KIRK INTERLOE 








SYSTEMS 
AUTOMATIC 
EQUIPMENT 

METAL ICL 


Type HP$ DISCONNECTING SWITCHES 1... 
button-type Hi-Pressure spot jaw contacts and ring-type Hi-Pressure hinge contacts. 


aay anD INDUSTRIAL ENGINEERING COMPANY 
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2 MORE MILLION: POUN 


taken during erection give shape 
to, and help clarify, the setting drawing of 


ecel 


—these are continuation of the front fur- 
nace wall tubes 


4) Tubes in place for burner section of furnace 
front wall 


6 Fully studded section of primary furnace 
in combustion rone — when completed, this 
section will be covered by plastic chrome 
ore 


16] Tangent bare tubes in side wall of open- 
pass section of furnace 


(7) Bare tubes with flat studs between in lower 
section of side wall in open-pass section 
of furnace 


To EXPAND system capacity and improve 
fuel economy, the Consolidated Edison Com- 
pany of New York is now installing a 
65,000-Kw. topping turbine and two B&W 
1,000,000 Ib.-per-hour Open Pass Boilers at 
its Hell Gate Station, world’s second largest 
steam power station. 


These boilers are being installed in the 
floor space formerly occupied by twelve 
stoker-fired, straight-tube, 275-psi units, 
and will deliver nearly twice as much steam 
per hour as the twelve units they replace. 


The new steam generators are designed 
for pulverized-coal firing in slag-tap fur- 
naces. These and other features are shown 


by the drawing on the opposite page. 


This Hell Gate modernization project is 
another example of boiler selection being 
strongly influenced by long and satisfactory 
past experience with the economy and effi- 
ciency of B&W equipment. It is patterned 
after a similar successful topping installa- 
tion including B&W boilers, at Consolidated 
Edison's Waterside Station. 


B&W has been successfully serving the 
nation’s electric light and power industry 
since its very beginning . . . designing, 
fabricating, and applying steam-generat- 
ing equipment for every combination of 
operating conditions. This broad experience 
is at your disposal now in building to- 
morrow’s efficiency into today’s steam 
power plants. 


| 

these B&W Open-Pass Boilers shown on the 

opposite page. 

(1) Lower header of rear wall and boffe wall 

(2) 30-inch lower drum receiving circulating 

water from the upper 72-inch steam-and- 

water drum © 

© Floor tubes of the primary furnace in place 


LT 
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BOILERS FOR HELL GATE 


ALAR WALL MAREUP 


aTTempenaro® 


BCOCK 
“Wicox 


x4 Witcox co. 
*S tieeary STReer , NEW YorK 6.N.Y. 
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EMCO-McGaughy Integrator 
mechanically computes 
orifice meter charts 


with speed and accuracy 


RIFICE 


PITTSBURGH EQUITABLE- c 
Houston Los Angeles 
“ Seattle Am 


OMPANY 


MERCO vite | Mm VALVE CoO 


Atlante 
Pittsburgh Tulse Mets Offices, PITTSBURG 
Kansas City Francisen 
Subsidiaries of Rockwell Manufacturing 


New York 
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CRESCENT 


Makes Many Types of 
ELECTRICAL WIRES & CABLES 


Imperial Neoprene 
| Portable Cords 
and Cables 














Rubber Covered 
Wires and Cables 


Varnished Cambric 
Lead Encased Cable 


Parkway Cable— 
All Types 


And Ale 


ey 4 Wie J Cable Elevator Control Cable Nomen 0 ° 
rmor rou re Fire Alarm Cable Cables 
Armored Leaded Cable Fixture Wires Shipboord Cable 
| Bare Copper Wire & Cable Flexible Cords Signal ree sore 
Bell Wire Flexible Steel Conduit Slow- burning Wire & Cable 
| Brewery Cord Heater Cord Cable 
| Control Cables jacketed Ser Wire & Cable 
CRESCORD Rubber Jacketed = pecenamnd Telephone Wire & Cable 
Cords Thermostat Cable 
| GRESFLEX Now-metallic Sheathed IMPERIAL Welding Cable Trench Cable 
IMPERVINOL Trenchwire eatherproof Wire & Cable 


CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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BRING YOUR BILL ANALYSE 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 








OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 

of this problem. It does away with the necessity for temporarily acquiring, 

training and supervising a large clerical force. Our experienced staff plus our 

specially designed Bill Dreguiocy Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Boston Chicago Detroit Moatreal Teroste 


—_—— 
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) KNOW HOW help another steam plant keep fuel 
.»» this time using two types of J-M insulations, 


RE is an art in properly applying insula- 
is—and only specialists know the many 
ctices that make for success. Lack of this 
hige may greatly reduce the value of your 
on investment. 


bermanent heat control and fuel savings, 
anville places at your disposal a trained 
expert workmen and engineers—a nation- 
ganization capable of handling all details 
ation job and taking complete respon- 
from planning through application. 
me areas, J-M’s own construction forces 
ty to help you. In others, J-M Technical 
Units have been created by selecting con- 


‘ 


tracting companies of proved reliability and 
cialized experience in this field. 


These Insulation Specialists, backed by yez 
insulation research and practical experience, 
able to choose the right insulating material for 
from a complete line of insulations. They spe 
the right thickness, the right bond or joint 
for every industrial temperature, every ser 
requirement. 


All are important reasons why J-M may be 
to solve your next insulating problem 
... more quickly, safely! For further in- 
formation, write Johns-Manville, 22 
East 40th Street, New York 16, N. Y. 
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PIPING IN UPPERMOST POSITION 





PIPING IN LOWERMOST POSITION 



































out the entire range of vertical movement. In operation the lever, turning on the main pivot, balances 
the weight of a vertically shifting load. The change in moment arm with lever rotation is such that 


the product of the moment arm and the spring force is always constant and equal to the weight of the 
piping system. 


EXCLUSIVE FEATURES OF 

GRINNELL CONSTANT-SUPPORT HANGERS 

Constant-support of piping in all “hot” 

and “cold” positions. 

Full safety factor of the supported system 

is always maintained. 

Non-resonant and energy absorbing. 

Mass produced from standard precision 

parts. 

Individually calibrated for each specific 

installation. 

Load adjustment features are incorporated 

into the design. 

3 models meet entire range of load-travel 

specifications. 

The rated capacity of each model varies 
Write for Data with the size of the springs used — the 
rae, _Gesnook overall dimensions of the hanger remain 
a upport t. 

Minimum head room is required. 
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CONSTANT-SUPPORT # HANGER 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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A a On Oe in 
CONTROLS 


First in 


WAITING FOR 


The only /00% Mercury Switch eguijjed controls, 
They assure better control performance and longer control life. 


Industry is now going full speed ahead 
in the process of reconversion, but not 
without its problems, involving labo: re- 
adjustments and certain limitations on 
essential materials that are governed by 
the demands on available supplies. 


Every effort is being made to provide for 


the ever increasing demand for Mercoid 
Controls. 


The cooperation of the trade is solicited 
in making known their probable require- 
ments, thereby facilitating in the pro- 
duction plans to the mutual advantage 
of all concerned. 


THE MERCOID CORPORATION + 4201 W. BELMONT AVENUE + CHICAGO © 41 « ILLINOM 


Manufacturers of Automatic Controls for Heating, Air Conditioning and Various Industrial Applicatic 
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ai a MEET FULLY 
YOUR TRENCHING 
REQUIREMENTS FOR 
_oil-Gas— Gasoline 
Sewer—Water Lines — 
Drainage —Telephone 
and Telegraph Conduit 
—Building Foundations 
| _ Ait Fields »--°°°*° 





THE CLEVE a ee é 
20100 ST. CHER C 
PE toca se . pwn 17, Pini MPANY 

«++ Because They Do More 
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HYDRAULIC TURBINES 
and 


ACCESSORY EQUIPMENT 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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KINNEAR 


ROLLING DOORS, 
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@In countless installations Egry ; 


Business Systems have demon- 


strated their value and usefulness — 


by ag up the writing of hand- 
written and typed records; by cut- 
ting costs and safeguarding profits 
through the elimination of mistakes 
oan by carelessness, thought- 
lessness and temptation. With the 
systems shown below, Egry has 
met the challenge of modern busi- 





EGRY SPEED-FEED may be attached to any 
standard typewriter in one minute, with- 
out change in construction or operation 
and with Egry Continuous Forms, prac- 
tically doubles the output of the operator 
since all her time becomes productive. 


SYSTEMS 


ness for faster and more efficient 
methods to write initial records. 
Egry Business Systems are used ex- 
tensively throughout the Utilities 
Industry. Investigate today! Write 
for literature containing complete 
information. Or a practical dem- 
onstration of Egry Business Systems 
may be arranged in your own office 
at your convenience. There is no 
cost or obligation whatever. 


EGRY TRU-PAK speeds the writing of all 
handwritten records. Eliminates mistakes 
and assures positive control over all ré& 
corded transactions. 


EGRY ALLSET Forms are individually bound 
sets, interleaved with onetime carbons 
for immediate use for either typed or 
handwritten records. 


with 
EGRY BUSINESS SYSTEMS 


THE EGRY REGISTER COMPANY, DEPT. F126, DAYTON 2, OHIO 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada 
Egry maintains sales agencies in all principal cities 
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| SAVES - TIME - MONEY - MANPOWER | 


The conventional, trailer- 
mounted air compressor still 
has its place on construction 
jobs where air is needed in 
one place for a period of 
days or weeks. Here, the 
famous Davey Air Aristocrat 
does a job second to none. 


MOST COMPRESSOR JOBS ARE SMALL 


Power for the compressor is taken direct 


But most construction compressed air 
ions are small—and can be done 
ASTER, MORE ECONOMICALLY, WITH 
LESS MANPOWER by takin ceventege 
of the MOBILITY of the D. UTO- 
AIR COMPRESOR. 

AUTO-AIR is mounted on the 
truck, and will go anywhere as fast as 
the truck can go. At the same time. 
because the AUTO-AIR occupies less 
than one-third of the body space. the 
same truck can c the men, tools 
and materials to do the job. 


The Dave 


from the truck engine through the Davey 
Power-Take-Oif. Use of one engine re- 
duces ‘“‘first’’ cost, lowers operating and 
maintenance costs — provides more air- 
per-dollar-invested over a long period 
of years. This time-proved., heavy-duty 
compressor can be mounted on most 
trucks — whether new or already in use 
and can be readily changed from one 
truck to another. 


Available in 60, 105, 160, 210 and 315 
cim capacities. 


PUBLIC UTILITY COMPANIES ARE 
THE BIGGEST USERS OF DAVEY AUTO-AIR 


DAVEY “7° 


KENT ona?) 
Ne 
DEALERS IN PRINCIPAL CITIES \ 
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for 


HIGH HEADS 


or 
‘ABRASIVE WATER 


BALDWIN PE, TON TURBINE 


Southern California 
Edison Led. 

Pelton (Impulse type) Turbines, 

now used throughout the world, 

were originated by THE PELTON 

WATER WHEEL COMPANY, one 

of the units of the Baldwin Group. 


These turbines are standard for (1) 
High heads, (2) Abrasive water, 
and (3) Low-head, small horse- 


IMPULSE TYPE 


power installations. Simplicity of 
design assures low maintenance and 
high availability. 


A full range of sizes is available 
from 6-inch water wheels up to the 
maximum size permitted by trans- 
portation facilities. 


THE BALDWIN LOCOMOTIVE WORKS - PHILADELPHIA, PA., U.S.A. 
1. P. MORRIS DEPARTMENT, EDDYSTONE, PA. + THE PELTON WATER WHEEL CO., SAN FRANCISCO, CAL. 
TURBINE FOR EVERY TYPE OF INSTALLATIP 


BALDWIN HAS A 


Adv. No. 9248 
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TRIDENT 





IN 
MAINTENANCE 


FFICIENCY experts will 
tell you that lost motion is 
one of the major causes of in- 
efficiency. An example of this, in 
a meter shop, is the time and 
effort spent in finding the proper 
repair parts, scraping and fitting 
them at the bench. 
Interchangeability is the cure 


“TRIDENT METERS ARE for both these ills; and you get it 
EASIER TO REPAIR!! in TRIDENT 


jon peta a ate Meters. Standard 
inthe Maser SoepsterSabiioe new parts fit all 
TRIDE. Water Meters than casings, new or 
wee ae ne old, perfectly. 


Statement by MR. HUBERT COCHRAN 
Salt Lake City Meter Shops 
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CEC RATT SERENE — - 


CABELL LEE ONES TOSS 


Vitat wartime power needs were supplied by this line of 
rugged, smooth-operating Elliott turbine-generator. units, each 
served by its Elliott surface condenser. 


In an installation like this, highest operating results can be 
taken for granted. It’s a case of team-work. The . Elliott 
units are actually designed together, built togther, and when 
installed each clicks into its proper place without modification 
or compromise. Plants like these are a source of pride to their 
builders, and of gratification to their operators. 
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1 American Institute of Electrical Engineers will hold meeting, New York, N. Y., 
Jan. 21-25, 1946. 





} Pacific Coast Electrical Association opens meeting, Fresno, Cal., 1945. 
National Manufacturers Association concludes meeting, New York, N. Y., 1945. 





1 gpa of Radio Engineers will hold technical meeting, New York, N. Y., Jan. 23-26, 








{ Independent Natural Gas Association of America will hold membership meeting, 
Houston, Tex., Jan. 28, 1946. 





q Federal Power Commission will resume natural gas investigation hearings, Houston, 
Tex., Jan. 28, 1946. 





{I National Metal Exposition will be held; Cleveland, Ohio, Feb. 4-8, 1946. 








{ Kentucky Independent Telephone Association will hold meeting, Apr. 4, 5, 1946. 3 








American Water Works Asso., Four States Sec., convenes, Baltimore, Md., 1945. 
Interstate Oil Compact Commission opens meeting, Wichita, Kan., 1945. 








{ Nebraska Telephone Association will hold meeting, Apr. 9, 10, 1946. 





{ Iowa Independent Telephone Association will convene, Des Moines, Iowa, Apr. 11, 12, 
1946. 





1 bog ee Independent Telephone Association will convene, Chicago, Ill., Apr. 16, 





q American Bar Association starts meeting, Cincinnati, Ohio, 1945. 





{ Ohio Independent Telephone Association will convene, Columbus, Ohio, Apr. 23, @ 
24, 1946. 

















4 National Association of Corrosion Engineers will hold meeting, Kansas City, Mo., 
May 7-9, 1946. ‘ 








Elsie Hafner, N. Y. 


Anthracite Colliery 
By Frederick K. Detwiller 
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Keeping REA on the Track 


The author, a strong advocate of rural electrification, declares 

that the present problem in connection with the service is how 

to protect the farmers from being loaded with unnecessary debt 

through reckless REA loans for unwise construction and ac- 
quisition of properties. 


By LYLE H. BOREN 
U. S. REPRESENTATIVE FROM OKLAHOMA 


trification, I have followed with 

close interest the progress of 
the Poage Bill (HR 1742). With ref- 
erence to this bill, and the activities and 
policies of the Rural Electrification Ad- 
ministration, I present four specific 
recommendations : 


| Ss a strong advocate of rural elec- 


First: I want any appropriations or 
authorizations made by Congress to be 
on the basis of wise investments prop- 
erly protected from waste and careless 
spending. 

SeconD: I want every dollar that 
Congress appropriates for the farmer 
to go to the farmer and not be diverted 
to other unauthorized purposes. 


745 


Tuirp: I want the farmer protected 
against a policy which chains and en- 
slaves him to a load of unreasonable 
debt. 

FourtH : I want the REA to obey 
the law. 


I raise the question, why vote a 
special authorization as this bill pro- 


poses as it neither adds to nor detracts 


from the amounts already available to 
the Rural Electrification Administra- 
tion, subject to annual congressional 


approval ? 


Section 3(a) of the Organic Act as 
amended already has authorized the ex- 


penditure of funds “in such amounts 


... as Congress may from time to time 
DEC, 6, 1945 
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deem necessary.” If Congress should 
desire to appropriate $10,000,000,000 
for this purpose over the next three 
years, it already has the authorization 
in the existing law. 

However, under the law as now writ- 
ten, REA must present to the Secre- 
tary of Agriculture a specific program 
of projects and detailed analysis of how 
it expects to use the money. Then the 
Secretary must present these figures to 
the Bureau of the Budget and justify 
them to that agency. The third gantlet 
to be run is the Appropriations com- 
mittees of House and Senate, plus con- 
gressional approval. It is apparent that 
if Congress previously had passed a 
measure setting a half-billion-dollar 
figure as a 3-year goal for REA, its 
way would be smoother in hurdling 
these three obstacles. 

But this bill proposes to by-pass the 
Budget Bureau and congressional ap- 
propriations committees for annual 
scrutiny. For the next three years REA 
can write its own sight drafts on RFC 
up to and including more than half a 
billion dollars. How or where it will be 
spent Congress may or may not find out 
later—but in any event after the fact. 
And Congress will have virtually 
waived its existing powers. 


HIs idea of blank-check authoriza- 

tion is not new to the Congress. 
We have seen it in so many of the war 
appropriations and we have seen it in 
the WPA and such appropriations. We 
know it to be born of the ambition of 
bureaucracy to be free of congressional 
restraint and we know from experience 
that abuse of the blank-check authori- 
zation has been general, in fact almost 
universal. We have had this fight over 
and over again ever since the days when 
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Congress felt the necessity to earmark 
appropriations for specific uses. 

In effect if not in fact this authoriza. 
tion is in the pattern of the lump-sum 
appropriation plan long urged by the 
advocates of the so-called “‘administra- 
tive democracy,” Alva Hanson’s name 
for the sort of misbegotten communism 
which preoccupies the attention of 
some of our more left-wing do-gooders 
and economic soothsayers. It certainly 
has a tendency toward surrender of the 
independence of Congress to the dis- 
cretion of obscure and irresponsible ad- 
ministrative functionaries. 

Nor is the provision for a special $5,- 
000,000 annual appropriation for so- 
called planning more necessary to REA 
than the half-billion-dollar spending 
authorization. Ample provision is al- 
ready in the law. Section 6, which 
reads as follows, amply covers authori- 
zation of appropriations for this pur- 
pose: 

Section 6. For the purpose of administer- 
ing this act and for the purpose of makingthe 
studies, investigations, publications, and re- 
ports herein provided for, there is hereby 
authorized to be appropriated, out of any 
money in the Treasury not otherwise ap- 
propriated, such sums as shall be necessary. 
(May 20, 1936, Chap 432, § 6, 49 Stat 1365.) 
Under the above authorization the 

Congress has appropriated funds to the 
REA for planning as well as other ad- 
ministrative expense. The language of 
the pending bill would imply that no 
planning funds have been available 
during the years that REA has spent 
nearly half a billion dollars of the 


farmers’ money. 


XN this point I should like to take 
note of some of the special char- 
acteristics of the REA that distinguish 
it from any other agency. 

Although it is in law and in fact a 
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lending agency it is also a spending 
agency. But it does not spend its own 
money. On the theory that farmers are 
inexperienced with the highly de- 
veloped art of electrical distribution, 
REA has always maintained a con- 
struction and engineering department 
which draws specifications and designs 
systems and supervises contracts. 
Money is loaned to co-ops only if they 
accept these plans and contracts. The 
farmers themselves are given assur- 
ance that they will be able to pay for 
these lines out of earnings by a written 
finding and certification by the REA 
Administrator that in his judgment the 
loans will be repaid within the time 
agreed upon. (Section 4.) Put in as a 
safeguard for the farmer, this provi- 
sion has been used to induce him into 
uneconomic borrowing instead of pro- 
tecting him from it. 

No other Federal lending agency to 
my knowledge has similar functions 
and duties. The chairman of RFC is 
not required to certify to the business- 
man who borrows from that institution 
that his loan is safe and bankable. Nor 
does the RFC design and supervise the 
operations of the businessman either 
before or after the loan, except that it 
keeps a wary banker’s eye on the deal. 


| asataiges the REA extends a 
large degree of control over its 
co-ops so long as they remain in debt 


N THE TRACK 


to the Federal government. In certain 
ways it assumes many of the relation- 
ships, good and bad, between a public 
utility holding company and its sub- 
sidiary companies. That control will be 
relinquished only when the co-op has 
paid back its last farthing of debt to 
REA. 

So here we have an inherent conflict 
of interests between the banker bu- 
reaucracy on the one hand and the 
farmer on the other. The day the last 
farmer co-op has repaid the last REA 
loan will be the day that this institution 
ceases to exist. 

It is natural to suspect that these 
bureaucrats are viewing with dismay 
the inevitable future when they must 
look forward to a dwindling bureau 
with diminishing payrolls as, year by 
year, the farmers bail themselves out 
of debt. It follows that their bright 
enthusiasm in advancing loans some- 
times may not always have taken into 
sufficient consideration the farmers’ 
best interests : so to arrange loans that 
the co-op can get out of debt as quickly 
as possible. 

Moreover, the record of REA in re- 
cent years does nothing to allay this 
suspicion. 

On October 16th, Lee M. Nelson, 
manager of municipal utilities, Roches- 
ter, Minnesota, testified before the 
Federal power subcommittee of the 
House Interstate and Foreign Com- 


. & 
“...the REA extends a large degree of control over its co- 
q ops so long as they remain in debt to the Federal government. 
In certain ways it assumes many of the relationships, good 
and bad, between a public utility holding company and its 
subsidiary companies. That control will be relinquished only 


when the co-op has paid back 
REA.” 
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its last farthing of debt to 
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merce Committee at its hearing on the 
Poage Bill. Mr. Nelson stated that, re- 
gardless of higher costs, the REA in- 
duced local codperatives to form a sort 
of holding company co-op for the pur- 
pose of building generating plants and 
transmission lines. Mr. Nelson’s well- 
documented case leaves only one con- 
clusion: that REA deliberately loaded 
down these farmers with a high-cost 
debt that will inevitably prove more 
difficult to pay out than a loan based 
on a cheaper power supply, even if pur- 
chased from municipalities and private 
companies. And it follows that the 
more difficulty the farmers get into in 
bailing themselves out the more jobs 
there will be for the eager beavers of 
bureaucracy in St. Louis. 


| peg tararspey the ancient “Beware 


of Greeks” adage, a farmer friend 
of mine who is a member of an REA 
co-op recently wisecracked in a letter 
to me: “Beware of REA boys bearing 
loans.” 

The REA is faced with the awful 
fact that within a very few years it 
will have done the first half of its job, 
which is to extend electricity to all of 
the available farms in the United 
States. 

When it enters into the second phase 
of its job, which is the collection of the 
funds advanced by the United States 
government to farmer cooperatives for 
rural electrification, REA’s functions, 
its influence, and, most important, the 
size of its payroll will rapidly diminish. 
Within thirty-five years or shortly 
thereafter it should have dwindled out 
of existence. But long before that the 
REA will have become a small and un- 
important sinecure for a few aging and 
deserving civil servants. 


DEC. 6, 1945 


748 


Throughout history bureaucrats and 
bureaucracies have retained certain 
similarities regardless of form of gov. 
ernment—monarchical, republican, or 
socialist. The most common character. 
istic of all bureaus and bureaucrats js 
the tendency toward expansion and 
self-aggrandizement, never voluntarily 
relinquishing a power and never volun- 
tarily curtailing its expenditures. This 
was as true in ancient Egypt and in the 
vast machinery of the Roman Empire 
as it is today in the Federal govern. 
ment of the United States. 

I raise this point here to suggest that 
the ardent testimony in favor of this 
huge grant of money on the part of in- 
terested REA officials might possibly 
be in truth self-serving statements in- 
tended to further legislation that 
would perpetuate and expand their own 
activities and jobs. 


I SUGGEST that we find out how many 

vacant farms, how many wnoc- 
cupied rural residences, how many 
summer resort cottages they have in- 
cluded in their aggregate of yet-to-be- 
electrified farm homes. It would be in- 
teresting and pertinent to go outside of 
REA sources to ascertain how many 
of these farms to be electrified have in- 
come sufficient to support an electric 
light bill; how many of them are lo- 
cated too far fromlines to be accessible; 
and how many of them are so situated 
as to be served economically and prac- 
tically only by private companies. 

If the truth were known I have a 
reasonable belief that the remaining 
job of bringing electricity to American 
farm homes could be accomplished in 
very few years, three or four if vigor- 
ously pursued. And I further believe 
that the job can be done with the 
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Congress Generous to REA 


66 REA has always had on ‘hand more money than it could feasibly 

use. Seldom has Congress reduced its loan authorization and 

that was during the war when the scarcity of copper seriously limited 

line construction. More than once Congress has given to REA more 

than it asked for and more than the Bureau of the Budget approved. 

When, as, and if needed, Congress on its record will always be as generous 
in the future as in the past.” 





$300,000,000 plus already available to 
the REA when added to the promised 
expenditure of a like amount by the 
private industry. 

However, if there be any doubt as 
to the sufficiency of the money avail- 
able, there is no necessity for special 
legislation to that end. 

REA has always had on hand more 
money than it could feasibly use. Sel- 
dom has Congress reduced its loan au- 
thorization and that was during the 
war when the scarcity of copper se- 
riously limited line construction. More 
than once Congress has given to REA 
more than it asked for and more than 
the Bureau of the Budget approved. 
When, as, and if needed, Congress on 
its record will always be as generous in 
the future as in the past. 


W: have heard something of the 
sour REA loans in the South- 
west. These are not isolated examples. 
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Let us consider briefly the Alabama 
Water Company acquisition. For 
documentation one may read of this 
matter in great detail with a rich sup- 
porting background of sworn evidence 
and official documents in Parts 2, 3, 
and 4 of the hearings in 1944 in- 
vestigating the administration of the 
REA by a subcommittee of the Senate 
Committee on Agriculture and Fores- 
try. 

This is a small utility company oper- 
ating in nine counties of central Ala- 
bama. As one of the subsidiaries of a 
holding company it was up for sale in 
1943 under an SEC order in compli- 
ance with the utility holding company 
“death sentence.” 

REA sent three engineers down 
there to look over the properties and 
reported (see page 1273, Part 4) 
against the purchase at the then asking 
price of $2,500,000. They reported 
(1) that the property was dilapidated 
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and would require great expenditures 
to put it in satisfactory condition; (2) 
that three of its power dams had been 
washed out before and were subject to 
future washouts ; and (3) that (and I 
quote) “the $2,500,000 was a ridicu- 
lous price, and the true value was some- 
where between $1,500,000 and $1,- 
800,000.” Elsewhere they reported that 
the company’s Diesel engines were 
from seventeen to twenty-five years old 
and that the dams were from thirty- 
five to thirty-eight years old. 


O N the basis of this report and other 

information, Harry Slattery, the 
then administrator, repeatedly refused 
to authorize this acquisition. His re- 
fusal was in the face of heavy political 
pressure as well as from certain ele- 
ments within the REA. 

On April 29, 1944, however, Mr. 
Slattery reversed himself, after re- 
ceiving a long letter from the then Sec- 
retary of Agriculture, and present ad- 
ministrator of REA, Claude Wickard, 
in which the latter left him virtually 
without discretion. With the allotment 
of two and a half million went a sec- 
ond allotment of the same amount for 
rehabilitation of the system—a total 
of $5,000,000. 

In the fall of 1943 and spring of 
1944 I made an extensive analysis of 
this whole question of REA acquisi- 
tions both from the standpoint of pub- 
lic policy and of its legality. This 
lengthy documented analysis appears 
in the appendix of the Congressional 
Record of March 2, 1944. To those who 
wish to examine into this matter I 
recommend it as a source of much in- 
formation which the REA has not 
challenged nor disputed. 

This study was prompted by a 
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wholly illegal acquisition of a smal] 
electric property by REA lying partly 
within my district. From then on the 
more I studied the REA acquisition 
program, the more amazing I found it. 

My findings of a year ago are even 
more emphatically self-evident today. 

The root cause of this policy of buy- 
ing up the cats and dogs of the utility 
industry has often been described as 
the socialistic objective of promoting 
nationalization of the electric indus- 
try. That may be true to a degree, but 
it seems to me that one need look no 
further than the very nature of bu- 
reaucracy itself to find the cause. The 
most impelling continuous force in 
most bureaucracies is to continue to 
live and to expand even it the expense 
of public interest. 


_ in the late thirties it became 
apparent to the REA planners that 
the day was rapidly approaching when 
they would have worked themselves 
out of a job, that the farm homes of 
America would all have been elec- 
trified. This horrible prospect probably 
prompted a change of policy. To post- 
pone that evil day money voted by 
Congress for honest-to-goodness farm 
lines was diverted into other channels 
having the color of assisting in farm 
electrification, thus neglecting farm 
electrification and adding to farmer co- 
Operative debt to REA. 

Super co-ops were formed in many 
states. Local co-ops became members 
of super co-ops which in some in- 
stances stood in the position of inter- 
mediary holding companies between 
the local groups and the Federal 
agency. 

These super co-ops, some statewide 
and several interstate in character, re 
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KEEPING REA ON THE TRACK 


ceived millions of dollars in funds from 
REA for three purposes: (1) con- 
struction of electric generating sta- 
tions; (2) construction of costly high- 
tension transmission lines to connect 
with the low-tension distribution lines 
of local co-ops ; (3) the purchase of all 
or segments of existing private utility 
systems. 

Before the war the emphasis was on 
the construction of transmission lines 
and generating stations. The justifica- 
tion for this activity was the provision 
in the law permitting such activities 
when, in the opinion of the Adminis- 
trator, the co-ops are unable to pur- 
chase wholesale power at what he con- 
siders a reasonable rate. That was, of 
course, a wide-open door.. 


HE variations which REA from 

time to time has considered rea- 
sonable wholesale rates have been a 
constant source of wonderment to me. 
In my own state transmission lines and 
generating stations were attempted in 
the face of rates that were obviously 
reduced below cost by the private com- 
panies. Right now the Oklahoma Gas 
& Electric Company has a 6-mill 
wholesale rate in effect to co-ops which 
it had to get approved by the state 
utilities commission because of the ad- 
mitted subsidy therein and its apparent 
discrimination against the urban cus- 
tomer. REA appeared before the com- 


mission—believe this or not—to op- 
pose this rate! The company offered 
this rate for all rural customers of co- 
ops but naturally excluded it from in- 
dustrial and commercial co-op cus- 
tomers. So, on this thin excuse, of ex- 
clusion of industrial load from the 
farm electric rate, REA fought this 
cheap rate to farmers. 

When the war came this program of 
constructing generating stations and 
transmission lines was brought almost 
to a standstill. It continued only where 
the color of necessity for the war ef- 
fort could be used as in the case of the 
now white elephant Ark-La line and 
the reckless expenditures for a line to 
the Arkansas cinnebar mines. The 
farmers of those co-ops are now hold- 
ing the bag. But the REA was thus 
able to keep up a show of activity dur- 
ing the dull days of the war when its 
very existence was threatened as an un- 
necessary agency in wartime. 

Replacing the construction program 
in the summer of 1942, the REA 
turned its attention to the acquisition 
program. With the happy codperation 
of utility holding companies who were 
under compulsion to sell anyway, the 
REA bureaucrats garnered under 
their control one of the finest assort- 
ments of down-at-heel, dilapidated, 
worn-out old electric operating sys- 
tems to be found anywhere in the 
country. 


e 


running the local light plants and light service in urban areas, 


q “WHEN the farm electric codperative moves to town, starts 


then it ceases to be a farm electric codperative. It is just an 


electric codperative, doing business like any private electric 


utility except that it is exempt 


from Federal taxation. It is 


exempt from Federal income taxes .. . only if 85 per cent of 
its gross revenue derives from its own membership.” 
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HE reckless abandon with which avoid paying Federal income taxes 
these bureaucrats spent the farm- since in many instances it would seem 

ers’ money and loaded them with un- apparent that they have not signed up 
necessary debts, all in the blessed name as much as 85 per cent of their gross 
of farm electrification, is one of the revenues as members. For example, 
scandals of the past few years. When it when the Missouri Electric Company 
all comes to light, as it should by a was purchased a couple of years ago by 
special investigation by Congress, we the Sho-Me Co-op, it was discovered 
are going to find that thousands of that no municipality or other public 
farmers, trusting the good faith and corporation could constitutionally join 
the good judgment of the REA, have a codperative. That throws all of the 
been saddled with debts that will take street-lighting and other municipal 
generations to clear—and then only by electric business out of their gross for 
paying a high rate for their power. tax purposes. 

Farmers are running railroads, city 
water systems, city ice companies, and Cye took cognizance of pos- 
other miscellaneous business activities, sible widespread tax avoidance by 
all bought with funds approved by Con- institutions and groups using the color 
gress for bona fide farm electrification. of nonprofit activities as a means of ob- 

The program makes sense only if it taining tax exemption and authorized 
is studied from the standpoint of the a national study by the Treasury of this 
bureaucrat and his job. Given the vast subject. All REA codperatives are now 
millions contemplated in this bill, our under this scrutiny. 
REA friends can look forward to a Now I don’t believe one disinter- 
long career of trouble-shooting among ested lawyer in ten will assert that the 
financially ailing farm codperatives. REA acquisition program has a legal 
The basic objectives of the farm elec- leg to stand on. When the law was first 
tric program will have been lost. But under discussion in 1936 Congress 
these boys will be safe in their jobs voted down a specific amendment to 
for years to come. permit acquisition. The legality of the 

When the farm electric codperative whole program stood on the frail peg 
moves to town, starts running the local of self-serving legal opinion by the late 
light plants and light service in urban Mr. Nicholson, REA deputy adminis- 
areas, then it ceases to be a farm elec- trator, who undertook to contend that 
tric cooperative. It is just an electric when Congress authorized the REA to 
cooperative, doing business like any construct rural lines it really meant the 
private electric utility except that it is word “construct” to include “to ac- 
exempt from Federal taxation. quire.” Besides, added Mr. Nicholson, 

It is exempt from Federal income even if Congress didn’t mean it that 
taxes, however, only if 85 per cent of way, we’ve been doing it so long that 
its gross revenue derives from its own _ by very practice the policy has become 
membership. That is the Federal law legal. By the same theory habitual 
and Treasury regulation applying to criminals, if uncaught long enough, 
farm electric co-ops. It isa mystery to should be acquitted. 
me as to how some of these co-ops But, as a practical matter, I think ex- 
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i perience will show that there may be presume that the banker, if he is acting 
ned up times when minor acquisitions have in good faith, would not lend money 
‘ prose been useful and necessary. Fragments unless he thought it could be paid back 
ample of private properties tied in with aco- on time. 

mpany dperative system might result in better One suggestion has come to me as a 
ago by service for all concerned. solution to the acquisition problem that 
overed The trouble lies in the fact that there I think merits consideration. While 
public simply are no rules applying to acquisi- recognizing that acquisitions have been 
ly join tions. REA has bought properties illegal in the past and that many of 
of the serving scores of incorporated towns. them have been unwise, let us face the 
nicipal Some farm electric co-ops have more fact that there may be times when ac- 
ay nonrural members than farm members. quisition of segments of other electric 


Under the present setup there would be 
no barrier for the REA to advance 
funds to a small codperative to buy the 


properties is a sound procedure. 
Why not accept as a yardstick the 
Federal Treasury’s tax rule as to bona 





t pos- common stock of the Oklahoma Gas & fide codperatives: 85 per cent of gross 

ince by Electric Company and the Public Serv- revenue? 

. “4 ice Company of Oklahoma, and op- Let acquisitions be permitted only 

arte f erate in the whole state of Oklahoma after the prospective cooperative 
of this as an electric cooperative. I don’t con- purchaser has obtained firm applica- 

naa tend that they would do it but I assert tions for membership in its coopera- 

that they could. tive from 85 per cent of the gross busi- 

; ness of the property to be acquired. If 
ae | THINK our problem is not so much the proposition is a sound one for the 

" . , the authorization of more money codperative and for the people to be 

. Pa for REA but to protect the farmer served, this limitation will present no 

noha from being loaded down with unneces-_ difficulties whatever. 

om sary debt. I hope that we will find That is only one suggestion. Per- 
os safeguards against reckless advance of haps as we explore the problem, we 
bo loans to farmers who after all must will find better and different ones. 

he late 

minis- Fr HE oldest of the misleading statements we [Federal 

d that Power Commission] have had to meet is the charge 

EA to that the commission has sought to extend its licensing au- 

int the thority to every creek and rivulet in the United States, or, 

to ac- as one distinguished attorney emotionally declared, ‘to every 

olson, drop of water that falls upon the mountainside.’ The ab- 

t that surdity of this charge is best demonstrated by citing the fact 

g that that the commission has refused to take jurisdiction in 


ecome 
bitual 
ough, 


more than half the cases in which ‘declarations of intention’ 
have been filed for the construction of hydro projects on 
streams about which the applicant had some question.” 
—Basit MANLY, 
Chairman, Federal Power Commission. 
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The Mighty Missouri 


The projected development of the Spinal river system 
of the great inland empire—controversy over the 
Pick-Sloan and MVA plans. 


By M. Q. SHARPE 
GOVERNOR OF SOUTH DAKOTA, CHAIRMAN 
OF MISSOURI RIVER STATES COMMITTEE 


HE Missouri river system is 
mighty in size. Few people have 


any conception of its vast dimen- 
sions. If the system from Three Forks, 
Montana, to the Gulf of Mexico is con- 
sidered, it is the greatest in the world. 
This is really the Missouri river system. 
The Missouri yields to the Mississippi 
at St. Louis, and, thereafter to the Gulf; 
the character of the stream more near- 
ly resembles the Missouri than it does 
the Mississippi above St. Louis. This 
article, however, will describe the 
Mighty Missouri as ending at St. 
Louis. So limited, it is still the largest 
river system in the North American 
continent; larger even than the Mis- 
sissippi from its source to its mouth. 
From Three Forks, Montana, where 
the Missouri is formed by the junc- 
tion of the Jefferson, Madison, and 
Gallatin rivers, whence comes the name 
Three Forks, to the junction with the 
Mississippi at St. Louis it is 2,470 miles 
in length. Its basin covers a total of 
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530,000 square miles—one-sixth of 
continental United States. More than 
9,000 square miles of its basin are in 
Canada. Its basin embraces parts of ten 
states : Colorado, Wyoming, Montana, 
North Dakota, South Dakota, Minne- 
sota, Nebraska, Kansas, Missouri, and 
Iowa. The governors of these states 
back in 1941 formed a semiofficial com- 
mittee known as the Missouri River 
States Committee. Since that time 
much has happened toward the actual 
control and development of this mighty 
stream. 

It is mighty in its variety and abun- 
dance of resources. As it proceeds from 
its snow-capped mountain and glacier 
country in Canada, Colorado, Wyom- 
ing, and Montana, it flows through an 
ever-changing variety of climate and 
soils from the semifrigid North to the 
semitropical South; from the light 
shales and heavy gumbo of its up- 
per reaches to lands where the rich- 
est black loam in the world is anywhere 
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THE MIGHTY MISSOURI 


from 3 to 70 feet deep. From these soils 
come the greatest production of corn, 
wheat, barley, rye, oats, sorghums, 
hay, livestock, wool, sugar, dairy 
roducts, and some other agricultural 
products and by-products of any single 
river system in the world. Within the 
states of its basin are found vast de- 
posits of iron ore, manganese, copper, 
zinc, lead, coal, oil, gas, gold, silver, 
mica, bentonite, feldspar; and, in fact, 
practically all the useful and precious 
metals. Great forests occur in various 
parts of the basin. Much of the nation’s 
lumber comes from them; much of its 
cement, brick, tile, and building stone 
comes from it. It has all the essentials 
of a self-contained economy. Through- 
out the basin are some of the nation’s 
greatest cities and many smaller cities 
and towns, and some ten million pro- 
gressive, industrious, educated people, 
enjoying in their homes and through- 
out their communities all the modern 
conveniences of travel, communication, 
mechanical and scientific equipment, 
and a standard of living comparing 
with that found anywhere on earth. It 
is really a great inland empire in the 
approximate center of the United 
States of America. It could easily sup- 
port twice the population it now has 
and there would be the richest kind of 
opportunity, even then, for all. 


= Missouri is mighty in its 
tremendous power and energy 
both for bad and for good. Annually 
its tearing floods produce a damage to 
tangible property of about $20,000,- 
000. In some years, like 1943, flood 
damage to tangible property such as 
bridges, buildings, livestock, crops, 
cities, and towns amounts to $40,000,- 
000 or $50,000,000. With all this it is 
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also ever eating away and carrying to 
the sea by erosion of plains and banks 
the rich top soil of the Missouri basin 
to such an extent that the river has been 
nicknamed “The Big Muddy.” 

With these floods taken under con- 
trol the river would still be mighty, 
with an enormous quantity of electric 
energy. The calculated energy resulting 
from the flood-control dams now au- 
thorized is more than five and one-half 
billion kilowatt hours annually. This 
means almost seven billion horsepower 
annually added to the resources of this 
valley. This is only a fraction of its 
total electric energy because its dams 
are designed primarily for flood con- 
trol and a safety zone ample for this 
and some margin in addition is first 
provided. 

A mighty development of the 
Mighty Missouri is about to take place. 
The recent Flood Control Bill enacted 
by the last Congress (HR 4485) and 
signed by President Roosevelt Decem- 
ber 22, 1944, is now law. It provides 
for a complete flood-control and de- 
velopment plan of the entire river sys- 
tem, costing approximately $1,500,- 
000,000 


| hes no taxpayer now or in the future 
shudder at this expenditure of an- 
other billion or two. It is a self-liqui- 
dating, internal improvement for which 
only the temporary advance of funds is 
required. When the system is completed 
it will pay its costs and thereafter pay 
dividends, from its direct cash rev- 
enues and benefits. This is now plainly 
established by government experience 
in developing other rivers. In addition 
to this will be the indirect benefits to 
the Treasury through increased pro- 
duction and population resulting in in- 
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Missouri River Development 


ag MIGHTY development of the Mighty Missouri is about to take 

place. The recent Flood Control Bill enacted by the last Con- 

gress (HR4485) and signed by President Roosevelt December 22, 

1944, is now law. It provides for a complete flood-control and develop- 

ment plan of the entire river system, costing approximately $1,500,- 
000,000.” 





creased quantities of tax payments of 
all kinds from income, sales, internal 
revenue, excise, and others. This does 
not mean higher rates to the taxpayers ; 
it means only greater quantities at the 
old or lessened rates, because there is 
more business and more people paying 
them. The installation of hydroelectric 
units totaling one and one-half million 
kilowatts, producing about five and 
one-half billion kilowatt hours annual- 
ly, or seven billion horsepower of new 
energy annually when geared into the 
vast deposits of various kinds of natural 
resources existing throughout the val- 
ley, in itself spells financial balance for 
the project. Coupled with this, how- 
ever, is the fact that nearly five million 
acres of new productive land will be 
added to the nation’s resources by the 
dams, large and small, throughout the 
basin. Along with this also will be a 
saving of the flood and erosion damage 
in excess of $20,000,000 per year aver- 
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age. Conservatively calculated, the 
benefits will exceed the costs on the pro- 
portion of about two and one-half to 
one. 


N” the least of the majestic benefits 
of this project is the fact that it 
will connect the upper reaches of the 
river by practical navigation facilities 
with the great internal waterway sys- 
tem of the United States and with the 
world at large through the Gulf of 
Mexico: Barges may go from Montana 
to New Orleans, laden with wool, 
grains, hay, minerals, and may bring 
back many products of the southland 
and tropical countries. Flours, grains, 
wool, hides, and minerals will go, all 
water-borne, from the Dakotas, Ne- 
braska, Kansas, Iowa, and Missouri to 
St. Louis, Memphis, Pittsburgh, Chi- 
cago, New Orleans, and the world at 
large and bring back all manner of raw 
materials, fabricated materials, and 
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products of all kinds adaptable to water 
transportation. The Mighty Missouri 
inland empire will have added to it a 
complete new transportation system, 
connecting it with all the major pro- 
ducing and industrial centers of the na- 
tion as well as the world at large by a 
practicable all-water route. Once again 
the Missouri will furnish the trans- 
portation benefits that it did in the early 
days of development of the Northwest, 
but on a greatly improved and extended 
scale. Navigation of the Missouri will 
add vastly to the wealth and prosperity 
of the basin states. 

It requires no loose financial calcula- 
tion to arrive at the conclusion that 
present and future taxpayers will bene- 
ft from the internal improvement in- 
stead of paying for it. 


ow plans and struggles are a 


natural accompaniment to the 
mighty development of a mighty river. 
The plan recently adopted by Congress 
is sometimes called the Pick-Sloan plan 
for Major General Lewis A. Pick, 
Army Engineer, and Reclamation En- 
gineer W. G. Sloan, from whose ideas 
it was evolved. Sometimes it is called 
the Army Engineer-Bureau of Rec- 
lamation plan as those are the two 
agencies whose united efforts evolved 
it and who are entrusted with its con- 
struction and administration by law. In 
broad outlines the plan is as follows: 
Small but sufficient dams on the numer- 
ous tributaries, which dams will serve 
the various purposes of flood control, 
irrigation, desiltation, and erosion con- 
trol; five large main stream dams be- 
low the present one at Fort Peck (they 
will be the key structures in producing 
the multiple benefits of flood control, 
irrigation, power development, naviga- 
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tion, recreation, and others); a con- 
tinuous line of levees on both sides of 
the river from Sioux City, Iowa, to St. 
Louis, Missouri, which will protect the 
bottom lands of Iowa, Nebraska, Mis- 
souri, and Kansas, and also the many 
large cities and towns along the river 
banks. 

The plan is the result of about one 
hundred years of exploring, experience, 
and record keeping along the Missouri. 
It provides for the heaviest conceivable 
run-off from the entire 530,000 square 
miles, even with a 4-foot blanket of 
snow on the upper prairies ; all the stor- 
age reservoirs are so placed and de- 
signed that they can catch and hold 
it and allow the water to run off gradu- 
ally and harmlessly in times of flood, 
and can hold about 70,000,000 acre- 
feet in storage for times of drought and 
for use in irrigation, navigation, and 
power development. 


HE plan has passed the searching 

review of many critical boards, 
both technical and lay, including, 
among others, the National Rivers and 
Harbors Board, committees of both 
the Senate and House, and finally, 
both bodies of the United States Con- 
gress. The plan is generally conceded 
to be feasible, sound, practicable, and as 
nearly perfect as modern engineering 
and science can make it. 

So alluring are the benefits of the 
plan and the great public service oppor- 
tunities resulting that various organi- 
zations struggle for its control. Now 
there is raging a controversy which the 
public generally does not understand. 
It is the contest on whether or not the 
Missouri river system shall be de- 
veloped under the Pick-Sioan plan al- 
ready enacted into law, or whether or 
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“Micuty plans and struggles are a natural accompaniment 
to the mighty development of a mighty river. The plan re- 
cently adopted by Congress is sometimes called the Pick- 


Sloan plan for Major General Lewis A. Pick, Army En- 
gineer, and Reclamation Engineer W. G. Sloan, from whose 
ideas it was evolved. Sometimes it is called the Army En- 
gineer-Bureau of Reclamation plan as those are the two 
agencies whose united efforts evolved it and who are en- 
trusted with its construction and administration by law.” 


not a plan known as the Missouri Vai- 
ley Authority, or the MVA, similar to 
the Tennessee Valley Authority, shall 
be adopted. 

Supporters of the MVA idea, and 
they include, among others, the Presi- 
dent of the United States, point to the 
operations of the Tennessee Valley Au- 
thority as support for the MVA; op- 
ponents point to the difference in size, 
resources, and conditions generally be- 
tween the Tennessee and the Missouri 
and argue that the practicability of the 
one does not insure success for the 
other. The opponents of MVA argue 
that the variety of their climates, soils, 
natural resources, occupations, and 
local conditions requires a control of 
the system in which the states them- 
selves shall have much to say. They 
claim a proprietary interest in and own- 
ership of the water for irrigation, power 
development, and other local uses, sub- 
ject only to the paramount regulatory 
control and possession of the Federal 
government for flood-control and com- 
merce regulation under the Constitu- 
tion. They claim the United States 
Supreme Court has already decided it 
that way. They dislike the idea of such 
a large system and area controlled with 
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so much authority by a 3-man board 
appointed only by Federal authority 
and responsible only to Federal author- 


ity. 


HE real controversy between the 

MVA idea and the Pick-Sloan 
plan is based more on getting control 
of the construction and operation of 
the system than on the physical features 
of the plan itself. Supporters of the 
MVA idea testified in substance to the 
effect, in a hearing before the U. S. 
Senate Committee, that the Missouri 
Valley Authority would probably use 
the general physical features of the 
Pick-Sloan plan so far as actual con- 
struction was involved. This fact was 
commented upon by that particular 
committee which made an adverse re- 
port against the MVA idea, the com- 
ment being to the effect that if the 
MVA was to use the Pick-Sloan plan 
anyway, the government agencies 
(Army-Reclamation) which evolved 
the plan might as well construct and 
administer it. 

This article does not purport to dis- 
cuss the merits and demerits of either 
plan. All that is done here is to point 
out the fact that the real controversy 
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between the plans is as to who will con- 
sruct and administer the giant de- 
velopment of the system. The main 
argument for the MVA is that they 
would have more independence and 
control and could extend their opera- 
tions more broadly and could make de- 
cisions more promptly. The Pick-Sloan 
advocates say that the MVA would 
have too much independence and con- 


Garrison, North Dakota, reservoir 
early in 1946. Plans for the construc- 
tion of a town site there are now being 
made and the site will be prepared for 
next year’s work. The garrison dam 
impounds about 19,000,000 acre-feet 
of water and is comparable in size to 
Fort Peck which has proved the suc- 
cess of such main stream dams on the 
Missouri. Commencement of the de- 


trol and would make decisions too velopment now will aid greatly 
promptly for the entire basin to have postwar reémployment and readjust- 
any chance to participate. They say ment programs. Settlement of the con- 
board im that the states of the basin should have troversy as to whether it shall be an 
hority jm ™ore control. That is really the crux MVA or the Pick-Sloan plan is not es- 
ithor- fg of the whole controversy—total unre- sential to commencement of the work. 
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stricted Federal control or joint Fed- 
eral and state control. 


| pemnamers of the controversy, it is 
reasonable to expect the actual de- 
velopment work to commence on the 


If the Pick-Sloan plan does not oper- 
ate satisfactorily, it can always be 
shifted into an MVA. The important 
thing is to get the work started soon. 
It is certain to be done. Development 
of the Mighty Missouri is here. 





PG&E Dividends Help to Pay Universities’ Costs 


ee pees among the American educational institutions 
that are partner-owners of the Pacific Gas and Electric 
Company is the University of Pennsylvania at Philadelphia, 
which was founded in 1740 by Benjamin Franklin and has a 
distinguished record of achievement in many fields. 

“In an unsolicited letter, John B. Thayer, financial vice presi- 


dent of the University of Pennsylvania, writes that of the $27,- 
000,000 endowment funds of the institution held by the trustees 
on March 31st of this year ‘36 per cent was invested in the com- 
mon stock and 19 per cent in the preferred stock of a number of 
substantial and well-managed United States corporations.’ 

“To this he added: ‘May I extend the best wishes of the trus- 
tees of the University of Pennsylvania to the management of 
your company in appreciation of their splendid achievements 
in the war effort and their contribution to the prosperity of the 
‘ nation as a whole? Institutions such as ours, also contributing 
dis- extensively to the war effort through education and research, 
ther are heavily dependent upon the prosperity of American in- 
oint dustry.’” 
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ers —EpIToRIAL STATEMENT, 
’ P. G. and E. Progress. 
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Should Air-line Securities 
Be Regulated? 


Present efforts of the Civil Aeronautics Board to ob- 
tain control over new security issues by air lines pose, 
in the opinion of the author, a threat to the growth of 
this new industry, and a similar problem, he says, 
may eventually confront the natural gas lines. 


By W. D. GAY 


S indicated in the 1944 Annual 
A Report of the Civil Aeronautics 
Board, the board is actively 
endeavoring to obtain control of 
security issues of the air lines through 
new legislation : 

“Among the detailed legislative 
recommendations made by the board 
in its annual report for 1942,” the re- 
port states, “there is one which has be- 
come particularly timely in view of the 
imminent expansion of air transpor- 
tation and the broad financing plans 
which this expansion involves. This is 
the recommendation, renewed in the 
board’s annual report for 1943, that 
the board be given the power to ap- 
prove the issuance of securities or as- 
sumptions of obligations or liabilities 
by air carriers. 

“There is now no control of security 
issues or capitalization of air carriers. 
The Securities Act of 1933 does not 
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provide the type of control needed. It 
is a ‘blue-sky’ law designed to make 
certain that investors are fully in- 
formed as to the facts behind proposed 
issues. If such facts are properly set 
forth, the Securities and Exchange 
Commission cannot prevent the pro- 
posed financing even though it may be 
highly undesirable from the standpoint 
of the economic soundness of the or- 
ganization proposing the financing. 
“It is necessary, in order to prevent 
the development of economically un- 
sound capital structures, for the board 
to have the power to approve the is- 
suance of securities. The Interstate 
Commerce Commission and the Fed- 
eral Power Commission already have 
a similar power with respect to com- 
panies subject to its jurisdiction under 
the Public Utility Act of 1935. Regu- 
lation of security issues, to be effective, 
must precede the growth of unsound 
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capital structures and uneconomic 
financing practices. The air carriers 
will find it necessary to undertake the 
financing of large postwar financial re- 
quirements, and it is essential that the 
authority sought be granted promptly.” 


A= principle behind the regu- 
lation of security issues of public 
utility companies is to make certain that 
the lowest-cost money is obtained, 
thereby permitting the lowest possible 
rates to the public. A sizable part of 
the total costs of the electric, gas, water, 
and telephone industries represents in- 
vestment costs — i.e., bond interest, 
sinking fund, and dividend payments. 
This situation reflects tremendous in- 
vestments in fixed assets of the public 
utilities; in the electric industry, for 
example, it is necessary to invest over 
$4 in property to produce $1 of reve- 
nue. 

If a public utility company is given 
a certificate of convenience and neces- 
sity (or a franchise), it is immune 
from competition from any similar 
public utility company in its service 
area. In other words, public utilities 
are necessarily monopolies, and as such 
must be regulated in the public inter- 
est. The rates charged must be regu- 
lated, as well as their operating ex- 
penses and security issues, in order to 
make certain that the public does not 
suffer from the lack of competition. 

The situation is entirely different in 
the case of the air lines, as they are 
not monopolies and therefore cannot 
be considered in the same light as the 
above public utilities. Air transporta- 
tion has always been characterized by 
competition between individual air 
lines, which competition has been fos- 
tered by the Federal government as 
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the best means of developing the in- 
dustry “to the extent and of the char- 
acter required for the commerce of the 
United States, the Postal Service, and 
the national defense.’ 


HERE currently are four air lines 

competing actively for transcon- 
tinental business. There are several 
routes, such as from New York to 
Chicago, on which a passenger can use 
any one of five air lines. In reflection 
of this active competition there have 
been two general and voluntary pas- 
senger fare cuts in the past two years, 
and several special fare cuts have been 
made by individual air lines. 

In order to meet the competitive 
tariffs of other air lines, a company in 
this industry must obtain every econ- 
omy possible, including economy of 
financing. In short, it is a must in the 
air transport business that new capital 
be obtained at the lowest possible cost. 

Another “must” is for air-line man- 
agements to engage in financing which 
will improve the investment status of 
their companies. Until recent years, 
this young industry was considered as 
highly speculative, as witness the state- 
ment of Senator McCarran, co-author 
of the Civil Aeronautics Act, relative 
to the latter : 


This legislation was conceived for progress 
and development. It was nurtured in the 
spirit of equity and fair play so as to lend 
encouragement to fearless, venturesome men 
who might be interested in investing in an 
industry that was and is as to its vicissitudes 
and changes unknown and unmeasured.® 


N order to obtain the lowest-cost 
capital, air-line managements have 
been forced to avoid any type of 


at Section 406(b) of the Civil Aeronautics 


ct. 
8 “Civil Aeronautics Act Annotated,” C. S. 
Rhyne. 
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Delays in Financing Programs 


ce 


EGULATION of new security issues by Federal agencies has often 


in the past resulted in delays in financing. There have been cases 

where more than one year has elapsed before the Securities and Exchange 

Commission has given an opinion on a financing application by a sub- 

sidiary of a utility holding company. The Interstate Commerce Commis- 

sion generally requires much less time in passing on new security issues 

by railroads, but its hearings have sometimes resulted in delays in financ- 
ing programs.” 





financing which might add to the 
speculative regard for their business. 
Under the circumstances, there has 
been no need for any regulatory agency 
to prevent “unsound capital structures 
and uneconomic financing practices” in 
the industry. 

It might possibly be argued that the 
railroad industry also is characterized 
by competition between individual com- 
panies, and yet its new security issues 
are regulated by the Interstate Com- 
merce Commission. However, the rail- 
road business is an old, established in- 
dustry and is not undergoing rapid 
secular expansion as in the case of the 
air lines—+.e., there is not the compe- 
tition for new routes, for new equip- 
ment, and for new capital that exists 
in the air transport business. Hence, 
the mere fact that control of new se- 
curity issues has not been unusually 
burdensome to the railroads by no 
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means supports the contention that air- 
line security issues should likewise be 
so regulated. 


Be air transport business differs 
entirely from the public utility in- 
dustries from the standpoint of its 


fundamental economics. Most impor- 
tant is the fact that relatively little cap- 
ital investment is required to provide 
air transportation service. In 1944 the 
air transport business needed only 
$1.08 investment in total assets to pro- 
duce $1 of gross revenue, and an in- 
vestment of only 15 cents in net oper- 
ating property to provide the latter. 
While capital investment is relatively 
small, however, the ratio of operating 
expenses to gross revenue is quite high 
in the air-line business. 

Obviously, because of the compara- 
tively low capital investment, the cost 
of money is much less important to the 
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air lines than to the public utilities. It 
is this fundamental difference, inci- 
dentally, which has made impracticable 
the use of the rate base-rate of return 
formula in regulating rates of the air 
lines. 


| gees of new security issues 
by Federal agencies has often in 
the past resulted in delays in financing. 
There have been cases where more than 
one year has elapsed before the Securi- 
ties and Exchange Commission has 
given an opinion on a financing appli- 
cation by a subsidiary of a utility hold- 
ing company. The Interstate Com- 
merce Commission generally requires 
much less time in passing on new secu- 
rity issues by railroads, but its hearings 
have sometimes resulted in delays in 
financing programs. Federal Power 
Commission proceedings on new se- 
curity issues by interstate electric 
power companies have often been pro- 
tracted. 

Air transportation companies, how- 
ever, cannot risk the chance of delays 
in their financing. Unlike the public 
utility industries, the investment mar- 
kets are not always open to the air lines. 
Thus far, there has been very little 
financing with senior securities in the 
air transport industry, expansion of the 
latter having been financed primarily 
with common stock or from within 
through use of depreciation accruals 
and earnings retained. 

It goes without saying that common 
stock can be issued only when stock 
market conditions are favorable. But 
such conditions are usually temporary 
so that an air line may miss the oppor- 
tunity to sell its stock if protracted 
hearings are held on its financing plans. 

Another consideration is that financ- 
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ing in the air transport industry is gen- 
erally in connection with equipment 
purchases which are pretty much on a 
competitive basis. It may prove very 
disadvantageous to an air-line company 
to have to reveal its equipment plans 
when its financing program is being 
aired before a regulatory body. 


WS Beene is ample evidence that Con- 
gress did not intend for air-line 
security issues to be regulated by the 
Civil Aeronautics Board. 

It is of interest that the 1937 or 
original version of the McCarran Bill 
provided for regulation of new security 
issues by the air lines virtually on the 
same basis that railroad security issues 
are regulated by the ICC under the In- 
terstate Commerce Act. When the bill 
was revised in April, 1938, it placed 
control of new security issues in the 
hands of the Civil Aeronautics Author- 
ity. Similarly, Representative Lea’s 
bill, initially known as “The Air Car- 
rier Act of 1937,” provided for control 
over new air-line security issues by the 
ICC. This latter bill was later consol- 
idated with Senator McCarran’s bill 
to become the Civil Aeronautics Act. 

A study of the legislative history of 
the Civil Aeronautics Act reveals that 
comparatively little discussion was held 
in the committee hearings over the con- 
trol of new security issues. But the fact 
remains that the sections providing 
first for regulation of security issues 
by the ICC and then by the CAA were 
specifically excluded when the bill was 
finally passed. 


Gown in this connection was 
the following statement made at 
that time by Senator Truman when the 
bill was before the Senate: 
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“IF a public utility company is given a certificate of conven- 
tence and necessity (or a franchise), it is immune from com- 
petition from any similar public utility company in its service 
area. In other words, public utilities are necessarily monop- 
olies, and as such must be regulated in the public interest. 
The rates charged must be regulated, as well as their operat- 
ing expenses and security issues, in order to make certain that 
the public does not suffer from the lack of competition.” 


I will now describe as briefly as possible 
the principal differences in policy which 
exist between the bill with the amendments 
suggested by the Senator from Washington 
and the substitute which I propose. . . . The 
bill contains a section requiring all securities 
issued by air carriers to be approved by the 
authority. The substitute does not contain 
such a requirement, but leaves the securities 
of air carriers to be regulated by the Securi- 
ties and Exchange Commission. (Italics sup- 
plied.) 


Senator Truman was then chairman 
of the subcommittee on aviation of 
the Senate Interstate Commerce Com- 
mittee and was fully conversant with 
the purposes of the legislation. 

Also describing the bill before the 
House Interstate and Foreign Com- 
merce Committee, C. M. Hester stated : 

H R 7273 requires the issuance of securi- 
ties by an air carrier to be approved by the 
Interstate Commerce Commission. The pres- 
ent bill does not contain such a provision, 
and, consequently, the issuance of such se- 
curities will be subject only to registration 
under the Securities Act of 1933. Jt was con- 
sidered unwise to require the authority to 
take the responsibility of approving the 
financial expediency of the issuance of se- 
curities. (Italics supplied.) 

The above statement of Mr. Hester 
to the effect that the Civil Aeronautics 
Authority should not assume the re- 
sponsibility of approving new air-line 
security issues is indeed pertinent, as 
he at the time was not only general 
counsel to the Treasury Department, 
but also was the legislative representa- 
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tive of the Interdepartmental Commit- 
tee on Aeronautics which represented 
all of the Federal departments and 
bureaus interested in aviation. 


er noe the rather 
limited discussion in the com- 
mittee hearings on the matter of regu- 
lation of new security issues, it cannot 
be said that the exclusion of the section 
providing for the latter was accidental 
or unintentional. For the Civil Aero- 
nautics Act was one of the most care- 
fully considered pieces of legislation 
ever passed by Congress. It was pre- 
ceded by several bills involving regu- 
lation of the air lines in connection with 
which Congress conducted or had con- 
ducted fifteen major and several minor 
investigations. It was obviously after 
very careful deliberation that Congress 
decided that the Securities Act of 1933 
gave ample protection to air-line in- 
vestors. 

Quite significant is the fact that 
Congress made a similar decision in 
connection with the Natural Gas Act 
of 1938, which was passed approxi- 
mately the same time as the Civil Aero- 
nautics Act, and which likewise pro- 
vided for no control of new security 
issues by the regulatory body involved, 
i.e., the Federal Power Commission. 
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A very large amount of securities has 
been issued since 1938 by natural gas 
ipe-line companies that are subject to 
the Natural Gas Act. A sizable portion 
of these securities has been issued with- 
out any control by regulatory bodies, 
but there is no evidence that investors 
in or customers of these companies 
have suffered from the absence of such 
control. However, if the CAB should 
obtain control over new security issues 
of the air lines, it doubtless would not 
be long before the FPC requested 
similar control over natural gas pipe- 
line security issues. 


N? consideration has been given in 
the foregoing discussion to the 
possible conflict of interests when a 
regulatory board is required to protect 


both the investor and the customer. 
Most state commissions, it is true, have 
these dual powers but have been in- 
clined to leave active control over se- 
curity issues to the SEC which is con- 
sidered in a much better position to ex- 
ercise such powers. But there is mani- 
festly no assurance that the CAB would 
likewise follow this policy. 

Because of the unusual conditions 
affecting the air-line industry, regula- 
tion of their security issues in effect 
would mean assumption of managerial 
powers. There is ample evidence to 
support the conclusion that such regu- _ 
lation might prove a serious obstacle 
to development of this industry which 
means so much to public transporta- 
tion, international relations, and na- 
tional defense. 





Atomic Power to Supplement Rather Than 
Supplant Other Fuels 


cé N o metal in the world’s history will be so jealously 

guarded or sought after [as uranium]. Overnight 
this substance, which formerly sold for $2 a pound and found 
few bidders, has become the Cinderella of all the natural ele- 
ments, more precious than gold or any precious stone, more 
valuable than platinum or even radium. 

“All this, however, does not mean that atomic energy can be 
of no benefit to mankind for the present or for the immediate 
future. This would be a gross misconception, arising from the 
fact that atomic power has been thought of as a mere substitute 
for coal or oil. Since our coal supply is large enough to last for 
about 3,000 years and the supply of oil and hydroelectric 
power is abundant, it would be folly to waste our precious 
uranium resources, even if that were not prohibited by vital fac- 
tors of national security, as substitutes for cheap and abundant 
fuels. 

“Atomic energy can be utilized, and in many respects utilized 
right now, to supply many vital needs that could not be filled by 
any other form of power on earth.” 

—WILLIAM L. LAURENCE, 
Member of staff, The New York Times. 
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Air War and the Utilities 


Had electric generating plants and substations been 

made primary targets, declares the author, their de- 

struction would have had serious consequences on 
Germany’s military effort. 


By T. N. SANDIFER 


ow vulnerable are a nation’s 
utilities to modern bombing? 


An atomic - bomb - conscious 
public would probably answer, “100 
per cent,” but the on-the-ground check- 
up of results now being studied shows 
some interesting facts so far as the 
bombing of Germany is a clue. 

The fact is now realized that Ger- 
many’s utility system was very vulner- 
able and, moreover, the German au- 
thorities were terribly concerned for 
fear the Allied air forces would dis- 
cover the situation. Not only that, but 
the German electric power situation 
was critical from the start of the war, 
and grew more so as the war pro- 
gressed. 

For the first time it is now known, 
however, that the German power sys- 
tem, as such, was never a primary 
target in the war, except in isolated 
attacks. The German clectric industry, 
its component generating plants, trans- 
former and switching stations, trans- 
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mission facilities, and distribution sta- 
tions were not directly attacked. 

The reason why the system was not 
bombed as a target, it is explained by 
the United States authorities now, is 
that they believed the German power 
grid was so highly developed that 
losses in one area could be quickly com- 
pensated by switching power from an 
undamaged part of the country. 

How misleading this assumption 
was is only now realized. It is now 
learned, from on-the-spot investiga- 
tion, just what bombing raids could 
have done to the German utility sys- 
tems. The destruction of just five of 
the largest generating stations in Ger- 
many would have caused a capacity loss 
of 1,800,000 kilowatts, or 8 per cent 
of the total capacity, public and private. 
A loss of 40 per cent, the Germans have 
since reported, would have been dan- 
gerous. The destruction of 45 plants of 
100,000 kilowatts or larger would 
have inflicted approximately this loss; 
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the destruction of 95 plants of 50,000 
kilowatts or larger would have wiped 
out more than half of the entire gen- 
erating capacity of the country; and, 
the Germans have now stated, a loss 
of 60 per cent would have collapsed 
the country’s war economy. 


H™ easy it would have been to 
cause these losses has since been 
determined. Analysis of attacks on 14 
generating stations, of a total of 23, 
comprising between them about a third 
of the entire integrated system, has led 
Army authorities to conclude that a 
density of two-tenths of a ton of 
bombs per acre of plant area in every 
case disrupted operations for weeks 
and months. A density of more than 
four-tenths of a ton of bombs per acre 
made restoration a matter of from six 
months to a year or longer. 

Had electric generating plants and 
substations been made primary targets 
as soon as they could have been brought 
under air attack, the Army has learned 
since the war, the evidence indicates 
their destruction would have had 
serious consequences to Germany’s war 
effort. 

The post-mortem on Allied bomb- 
ing of enemy territory is bringing out 
some strange information. Not the 
least strange is that the bombers fre- 
quently did the most damage in ways 
they didn’t realize at the time. Thus, 
in chemical production, for some rea- 
son, the raids were not directed at most 
plants in this field, although the results 
would have been catastrophic in certain 
instances. Vital damage was done any- 
way, because some of the essential pro- 
duction was installed in the oil produc- 
ing areas, which were under direct at- 
tack. Similarly in steel production, the 
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real damage to the industry was in loss 
of electric and gas utilities feeding into 
the steel plants. 


= reports now find that short- 
ages in steel production occurred 
as a result of curtailed transport, gas, 
and electric power, in turn resulting 
from bombing attacks actually directed 
at entirely different industries. 

The German economy was powered 
on coal. Air attacks on transportation 
did not get No. 1 priority until March, 
1945. Up to then, results of sporadic 
attacks were not conclusive. Later, 
they disrupted coal shipments, among 
other critical functions. This had a 
telling effect on gas and electric sup- 
plies, manufacturing, and other indus- 
trial efforts. Ultimately, 32 per cent of 
the total bomb load dropped on Ger- 
many was dumped on transportation 
targets. 

In relation to city life, it was found 
that damage from so-called area raids, 
the nearest thing in their day to what 
happened from atomic bombing in 
Japan, so far as transportation was 
concerned and the public utilities gen- 
erally, had little or no effect on war 
production in those cities. 

The critical utility situation of Ger- 
many, even at the outbreak of the war, 
was due to the fact that the country had 
no surplus of electric energy. Even be- 
fore the war, it is learned, curtailment 
or rationing of electric energy to in- 
dustrial consumers was, on occasion, 
necessary. 

All evidence now points to a pre- 
vailing German notion that the war 
was to be very short. Even in critical 
raw materials, it is now being dis- 
covered, the Germans had no stock- 
piles, or very short supplies, of many 
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Abstract from the United States Strategic Bombing 
Survey Report 


Examination of the steel plants showed that although the 
attack damaged some blast furnaces, open hearths, and rolling 
mills, it was primarily effective through damage to utilities 
(electricity, gas, and water) and communications within the 
plants and to utilities and transport supplying the plants... . 

The attack on transportation was the decisive blow that com- 
pletely disorganized the German economy. . . . 

The German power system, except for isolated raids, was 
never a target during the air war... partly because it was be- 
lieved that the German power grid was highly developed and 
losses in one area could be compensated by switching power 
from another. This assumption, the Survey established later, 
was incorrect. 

The German electric power situation was, in fact, in a pre- 
carious condition from the beginning of the war and became 
more precarious as the war progressed .. . fears that their ex- 
treme vulnerability would be discovered were fully discussed in 
the secret minutes of the National Load Despatcher and the 
Central Planning Committee. 

The destruction of fe large generating stations in Germany 
would have caused a capacity loss of 1,800,000 kilowatts or 8 
per cent of the total capacity, both public and private. .. . 

Generating and distributing facilities were relatively vulner- 
able and their recuperation was difficult and time-consum- 
ing. Had electric generating plants and substations been 
made primary targets as soon as they could have been brought 
within range of Allied air attacks, the evidence indicates that 
their destruction would have had serious effects on Germany's 
war production. 





such commodities on which they were expanded to meet increasing needs, it 

dependent for war, and which they had proved impossible, and curtailment of 

to import, or manufacture syntheti- 10 per cent prevailed regularly, with 

cally. curtailment in the peak periods up to 
Later, when it was realized that 30 per cent. 

generating capacity would have to be It is a peculiarity of the situation 
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that the bombing of consuming plants 
actually helped the electric power situa- 
tion by reducing the power demand. 
The transmission system, extensive 
though it was, proved ineffective be- 
cause transmission systems do not 
supply energy. They only move it. It is 
now concluded by American authori- 
ties, supported by what they found in 
secret records in Germany, that the loss 
of electric energy from bombing did 
not produce a greater economic effect 
only because there was an equal or 
greater loss of demand through the 
bombing of consuming industries. 

The confirmation, in the form of 
secret minutes of the national load dis- 
patcher, and many others, showed the 
Germans constantly worried by the 
prewar existing shortage of power, the 
difficulties of adding capacity, the 
limitations of the grid system, and their 
fears that their extreme vulnerability 
would be discovered. 

The total nominal or name plate 
capacity of Germany’s generating 
plants at the end of 1944 was ap- 
proximately 22,000,000 kilowatts. 
Of this total, 13,300,000 kilowatts 
formed the so-called integrated sys- 
tem which was under jurisdiction of 
the national load dispatcher. It con- 
sisted of the public utility systems and 
larger private industrial generating 
plants connected to the integrated sys- 
tm. The remaining 8,700,000 kilo- 
watts, of the total nominal capacity, 
consisted of private industry plants, 
isolated plants of differing sizes, and 
the national railroad system. 


A the industry is aware, generating 
plants do not produce full nomi- 
nal or name plate capacity, owing to 
outages for inspection, routine over- 
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haul, and repair of equipment. Boilers 
are not usually of sufficient capacity to 
supply continuously full-load opera- 
tions of all generators, among other 
limitations. 

It is therefore calculated that the 
total available German capacity was 
nearer 16,000,000 kilowatts, and the 
peak load of the integrated system 9,- 
700,000 kilowatts, which was attained 
in December, 1943. The integrated sys- 
tem produced approximately 45,000,- 
000,000 kilowatt hours per year, of 
which industry consumed approxi- 
mately 90 per cent. Of the nominal ca- 
pacity of 13,300,000 kilowatts of the 
integrated system, 46 per cent was in 
hard-coal-burning plants, 33 per cent 
in brown-coal-burning plants, and 21 
per cent in water-power plants. 

Generating stations were intercon- 
nected through substations by a high- 
voltage transmission system. The 
backbone of the latter was a 220-kilo- 
volt transmission line looping north- 
ward from the Swiss border through 
the Ruhr area, east to near Leipzig, 
thence south to Austria. Radiating 
and interlacing with this system were 
a number of 110-kilovolt circuits part- 
ly for collection of energy from out- 
lying generating stations and partly 
for distribution of energy to large in- 
dustrial consumers and to municipal 
consuming areas. 


HILE the German electric power 
system, as such, was not a prime 

target, such damage was found as that 
at the Goldenberg generating plant 
near Cologne, the largest generating 
station in Germany. In this case the 
bombers were attacking a chemical 
works adjacent to the station. The 
generating plant was severely damaged 
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and was put out of action for two 
months. This happened in October, 
1944. At the end of the two months 
only approximately 5 per cent was 
placed in operation, and it was esti- 
mated that it would have required 
about eighteen months to effect repairs 
for substantial production. 

Numerous other plants were found 
to have sustained heavy damage but, 
in every instance, as a by-product of 
attack on adjacent targets. Actually, 
it is calculated, of a total tonnage of 
1,235,609 tons of bombs dropped by 
the RAF, only 532 tons were dropped 
on identifiable German electric utili- 
ties. 

Of a total of 688,010 tons dropped 
by the U. S. Eighth Air Force, only 
316 tons were on electric utilities. 

Electric energy is an essential of all 
modern industry. In the case of Ger- 
man industries some of those most 
vital to the war were most closely tied 
in with abundant electric power — 
magnesium, the new light metal, power 
for which in the case of the I.G. Farben 
plants, recently reported on by another 
technical mission, came from the Ger- 
man “braunkohl” but the process was 


electrolytic. Aluminum was another 
and heavy electric power user. 


“HE German system was vulner- 
able because of a shortage to 
start with that was never overcome; 
a lack of reserve capacity; the relative 
ease with which electric generating and 
transmission equipment can be dam- 
aged seriously, owing to the fragile 
character of much of this equipment; 
the difficulty of repairing damage; in- 
ability to transfer any appreciable 
amount of current; the dependence of 
industry on electricity; and the fact 
that there can be no electric stockpile— 
electric energy has to be used when 
produced. 

How much of this applies to Amer- 
ican utility systems is conjectural. It 
may be recalled that during the war, 
while individual plants were safe- 
guarded against sabotage, there was 
relatively little importance attached to 
the danger of destruction otherwise. 
Whether newer bombing technique 
will be evolved that will recognize what 
has now been learned and apply it in 
future likewise remains for the future 
to reveal. 





c¢ HERE has never yet been a satisfactory answer to the 

question, ‘Why should the customers of a publicly 
owned power plant be granted tax exemptions, when the cus- 
tomers of a private company must pay every known form of 
taxation as part of their electric rate?’ 

“Either publicly owned plants should pay every tax levied 
against private plants, or private plants should be granted every 
tax exemption now accorded public plants, so they could pass 
the saving on to their customers. The public plants haven’t aleg 
to stand on in begging for tax exemptions not granted their pri- 
vate competitors. By that very act they admit they could not 
compete with the prwvate plants on an equal basis.” 

—EDITORIAL STATEMENT, 
Industrial News Review. 
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Government Utility 
Happenings 


HE Securities and Exchange Com- 

mission reported on November 12th 
the 1935 Holding Company Act has 
caused a “housecleaning” and lessened 
demands for public ownership of utili- 
ties. Ganson Purcell, SEC chairman, said 
private investors have acquired $4,053,- 
719,313 of utility properties disposed of 
under the “death sentence” clause of the 
Holding Company Act, while sales to 
municipalities and other public bodies 
amounted to $293,500,274. 

Purcell presented the figures to a 
House Interstate and Foreign Commerce 
subcommittee where the private versus 
public power controversy has broken out 
anew during an inquiry into the opera- 
tions of the Holding Company Act. 

The committee, headed by Representa- 
tive Boren (Democrat, Oklahoma), is 
inquiring particularly into the sale of 
electrical facilities at Omaha, Nebraska, 
raising a question whether the SEC 
should not have passed on the fees in- 
volved. 

Dealing with the public-private power 
issue, Purcell told the committee: 

I suggest that whatever may be one’s at- 
titude concerning public versus private 
ownership, it must be recognized that the 
tendency toward public ownership of electric 
and gas utilities would be immeasurably 
stronger were it not for the greatly improved 
conditions in the electric and gas utility busi- 
ness which have been achieved by Federal 
regulation under the Public Utility Holding 
Company Act of 1935. 


He contended demands for public 
ownership have been lessened because of 
improved service and operations of the 
privately owned utilities. Of the $293,- 
300,274 of utility purchases by public 
bodies, he emphasized that about half, 
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$123,140,008, was by the Tennessee Val- 
ley Authority. 


HE committee session dealt prin- 
cipally with the question whether 
the SEC should have stepped into the 
Omaha deal and used the Holding Com- 
pany Act powers to regulate fees. Boren 
— these fees were over $1,200,- 
Purcell and Milton H. Cohen, director 
of SEC’s public utilities division, main- 
tained the agency had no jurisdiction at 
Omaha because, under the law, SEC can- 
not tell a public agency of a state what to 
pay for a utility, or what may be paid in 
fees. Cohen said the ultimate deal at 
Omaha transferred the utility there from 
the American Power & Light Company 
to the Loup River Public Power District, 
created under state law. 

Boren argued that the Omaha Electric 
Committee, which purchased the facili- 
ties for transfer to the Loup River Dis- 
trict, was not a public body and SEC 
should have had jurisdiction on that 
ground. 

Chairman Boren criticized Acting 
Chairman Leland Olds of the Federal 
Power Commission last month. 

“TI am surprised at reports that he has 
sprinkled holy water on a deal that stinks 
to high heaven,” Boren said on Novem- 
ber 7th during a committee hearing on 
possible revision of the Holding Com- 
pany Act. 

Boren said he was “personally amazed” 
to hear of a meeting which he said was 
held in Olds’ office recently to discuss the 
proposed purchase of the electric sys- 
tem of the Puget Sound Power & Light 
Company by a public utility district. 
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Boren later told reporters he based his 
comments on an article published in the 
Washington State Grange News of No- 
vember 3rd. He said this stated that pros- 
pects for early completion of the pur- 
chase of the electric system appeared 
brighter following a meeting of repre- 
sentatives of the Bonneville Power Ad- 
ministration, Puget Sound utility dis- 
tricts, Federal Power Commission offi- 
cials, and members of the Washington 
congressional delegation. 

The article stated that one of the con- 
ferees said that “an informal agreement 
was expressed by all parties present” as 
to the soundness and feasibility of the 
purchase, and that the meeting was in 
Olds’ office. 

Boren told a reporter later the article 
left the “inference” that Olds was not 
opposed to the “informal agreement,” 
although it did not say Olds personally 
commented on the case. Olds was out of 
town and could not be reached for a 
statement. 

In a recent House speech, Boren 
criticized the proposed purchase of the 
Puget Sound Company. Boren told re- 
porters he expected to call Guy C. Myers, 
a New York fiscal agent who is interested 
in the Puget Sound sale, as a witness 
November 16th. 


K. Lane of Tulsa, Oklahoma, presi- 

edent of the Public Service Com- 
pany of Oklahoma, asked that the holding 
company law be revised to permit a util- 
ity company to operate integrated sys- 
tems which would not be adverse to pub- 
lic interests. His concern, he said, was 
ordered by the Securities and Exchange 
Commission on February 16th to get rid 
of its gas holdings. These holdings, he 
said, were part of the company system 
and were operated by the same manage- 
ment and employees. The order, he de- 
clared, would result in loss of substan- 
tial economies, both to the gas and elec- 
tric businesses. 

Wendell Wright, attorney for the Pub- 
lic Service Corporation of New Jersey 
and its subsidiary companies, declared 
the act should be amended to provide that 
a combination gas and electric company 
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may be in itself “an integrated public 
utility system.” 

Representative Boren on November 
8th advocated revision of Federal tax 
statutes to curb what he terms “a tay 
evasion racket operating under the guise 
of public ownership” of utilities. He said 
that breaking up of the holding com- 
panies “seems to be accompanied by as 
many evils as was the operation of these 
companies.” 

Testimony has shown, Boren said, that 
promoters engineer the purchase of op- 
erating utilities by municipalities, public 
utility districts, “and other so-called pub- 
lic bodies.” The promoters, he ‘said, re- 
ceive huge fees and their clients take pay- 
ment in tax-free municipal revenue 
bonds. A large number of the utilities so 
purchased, Boren stated, are those being 
divested forcibly from holding con- 
panies. 

“Ts a racket,” he declared. 

‘-ren proposed that the tax law be 
changed to tax income from the revenue 
bonds of productive enterprises owned 
by municipalities, public utility districts, 
and “so-called” public bodies. He said a 
$5,000,000 investment in bonds of a 
private enterprise would net, after taxes, 
only $35,473 annually, while the same 
amount in municipal revenue bonds 
would yield a tax-free $122,500. 

Representative Carlson, Republican of 
Kansas, member of the House Ways and 
Means Committee, said the situation “is 
something my committee should look in- 
to.” The committee has jurisdiction over 
tax legislation. 


A its first step toward better public 
understanding of problems peculiar 
to the public utility industry and arising 
in connection with government owner 
ship and regulation of utilities, the Na 
tional Association of Electric Companies 
has shed considerable light on the ques- 
tion of the adequacy of present tax 
charges on government-owned utilities 
through two reports recently submitted 
to Congress. 

The reports, entered in testimony be 
fore the House subcommittee, were re 
ceived in utility circles with approbation 
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since they document the contention that 
publicly owned utilities should be taxed 
more nearly as private utilities are taxed, 
and as they represent the first fruits of 
the association’s recent establishment as 
the industry’s spokesman on educational 
end legislative matters. 

Each of the reports arrives for the first 
time at a dollars-and-cents estimate of 
probable losses to the Federal govern- 
ment resulting from the recent growth of 
the nation’s nontaxable utility plant. The 
latest of the reports estimated that be- 
tween $65,000,000 and $75,000,000 in 
taxes was lost to the government, from 
1935 to the present, through transfers of 
plant to public ownership through divest- 
ments ordered under the act. 

The latter report, prepared for the as- 
sociation by Paul Grady, a partner in 
Price, Waterhouse & Company, public 
accountants, disclosed that some 108 in- 
dividual properties were transferred to 
public ownership through divestments, 
and that $350,000,000 in operating reve- 
nues was exempted from taxation as a 
result. Total corporation taxes on these 
revenues, according to the Grady report, 
would amount to about $49,000,000, 
while in another section of the report it 
was estimated that the reduction in divi- 
dend and interest payments due to di- 
vestments would account for an addi- 
tional $15,000,000 to $20,000,000 in in- 
come tax losses. 

“If these amounts are added to the 
estimated losses in corporation taxes, it 
appears that total losses in revenue to the 
United States Treasury during the period 
... would probably aggregate between 
$65,000,000 and $70,000,000,” the report 
continued, adding that Federal tax losses 
in 1945, figured on the same basis, would 
have amounted to about $17,000,000. 

The second of the two reports, pre- 
pared by the association itself, showed, 
in brief, that Federal revenues approach- 
ing $87,000,000 would have been avail- 
able in 1944 alone, if all government- 
owned utilities, including municipal 
plants and codperatives, had been taxable 
at rates applied to the income of private- 
ly owned corporations. 
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Estimates for prior years showed that 
the tax on nontaxable utilities would have 
been roughly $50,000,000 in 1942 and 
$72,000,000 in 1943. Another pertinent 
fact disclosed in the association’s report 
was its showing that kilowatt-hour capac- 
ity of government-owned plant had risen 
by 300 per cent since 1932, while that of 
privately owned plant rose only about 


20 per cent. 
x* * * * 


SPECIAL message recommending es- 

tablishment of a Columbia Valley 
Authority was expected to be sent to 
Congress by President Truman in late 
November or early December, Congress- 
man Henry Jackson said after conferring 
with White House aides on November 
9th. The announcement was made by 
Jackson in the absence from the city of 
Senator Hugh B. Mitchell, who has 
worked for authorization of CVA ever 
since he entered the Senate. 

The message would urge that adminis- 
tration of a CVA be patterned after that 
of the Tennessee Valley Authority, Jack- 
son said. 

As soon as the President’s message is 
delivered, Jackson and Mitchell will in- 
troduce similar bills in the House and 
Senate, calling for authorization of the 
project and funds to carry it out. Mit- 
chell already has a CVA Bill in the Sen- 
ate, but its provisions have aroused so 
much opposition it has not been reported 
out by the Commerce Committee. 

Both Washington legislators recently 
conferred with the President on their 
bills. They also have been working for 
several months with the President’s ad- 
ministrative assistants on provisions to 
be included in their measures. 

President Truman usually allows sev- 
eral weeks to pass between his special 
messages to Congress. His CVA recom- 
mendation would follow one on public 
health. 

Since Jackson will be at the technical 
conference of the maritime division of 
the International Labor Organization in 
Copenhagen at the time the President is 
expected to send up his message, his bill 
will be introduced by a colleague. 
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MPHASIZING that the construction of 

the proposed St. Lawrence seaway 
power project would damage the railroad 
industry and decrease employment, labor 
and management representatives of the 
railroads on November 7th declared their 
opposition to the development at a lunch- 
eon meeting in the Hotel Biltmore, New 
York city, attended by several hundred 
business and labor executives. 

H. W. Fraser of Cedar Rapids, Iowa, 
president of the Order of Railway Con- 
ductors, described the project as “one of 
the great American fantasies” and de- 
clared that it was not needed from the 
standpoint of either transportation or 
power. Without knowing at this moment 
exactly where we were going socially, 
economically, and politically, he said, 
huge expenditures of public funds for 
that purpose will in the main only inten- 
sify the nation’s problem. 

Urging the importance of preserving 
the railroad industry against “unfair and 
unwarranted competition,” Mr. Fraser 
said railroad employees and their fam- 
ilies in the United States and Canada 
numbering more than 4,000,000 persons 
were dependent upon a payroll of rail car- 
riers now running well above $4,000,000,- 
000 annually. He continued: 

I know how these workers feel about the 
St. Lawrence project. I work with them and 
their representatives. They are on record 
many times in opposition to the proposed 
development. 

The St. Lawrence project is a seven 
months’ project each year with five months 
—five winter months—each year in which 
operations would be impossible because of 
ice conditions. With the project completed 
the railroads would be in the position of 
standing by for seven months with a plant 
equipped to take over the transportation dur- 
ing the other five months. 


William White, president of the Dela- 
ware, Lackawanna & Western Railroad, 
declared that “all the St. Lawrence sea- 
way would do would be to hurt America, 
American business, and American labor, 
and to bring about this hurt we are asked 
to believe that it is economically bene- 
ficial for our country to pay its share of 
over a billion dollars for the project.” He 
continued : 
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With the national debt now about $260. 
000,000,000 and likely to go over $300,000. 
000,000 before the budget is balanced, I don’t 
suppose another billion added to it means 
much, But when the other billion means few- 
er jobs for American railroad men and coal 
miners, bankrupt railroads, and loss to 
stockholders and bondholders of those rail- 
roads, less business for the railroad sup- 
pliers, and a deteriorated railroad service 
that necessarily would follow the diversion 
of a large volume of tonnage during seven 
months out of twelve, then the spending of 
the billion becomes a serious matter indeed. 


The meeting was sponsored by the 
New York State Conference in Opposi- 
tion to the St. Lawrence Project. 


| Semin? in response to the public- 
ity resulting from the railroad labor- 
management statements on the St. Law- 
rence, Senator George D. Aiken (Re- 
publican, Vermont) accused eastern rail- 
roads and power companies of fomenting 
opposition to the project. Aiken spoke 
before the City club in Boston, Massa- 
chusetts, on November 14th. He declared 
that the railroads fear competition from 
water-borne carriers and the utilities fear 
cheap public power. 

A proponent of the seaway, Aiken said 
it would benefit New England and that 
the remaining cost to the United States 
would be less than $300,000,000, of 
which a third would be paid by the ac- 
companying 2,200,000-horsepower proj- 
ect at International Falls. 

i we 


RITISH political writers reported a 

Labor government decision to na- 
tionalize the transport, gas, electricity, 
iron, steel, and engineering industries and 
to limit public investment in the luxury 
trades. 

At the same time, the Daily Sketch 
warned editorially that as a result of the 
socialist doctrine of nationalization work- 
ers seem certain to lose their liberties al- 
together. Others foresaw complete state 
control by the government. 

The pending bill to control investments 
which would refuse licenses to firms not 
considered helpful to Britain’s general 
trade picture apparently is designed to 
favor the heavier industries. 


774 





version 
g seven 
ding of 
indeed. 
oy the 
IPpposi- 


nublic- 
labor- 
_ Law- 
(Re 
n rail- 
enting 
spoke 
Mlassa- 
clared 
. from 
2s fear 


n said 
d that 
States 
10, of 
he ac- 
" Proj- 


rted a 
to na- 
ricity, 
es and 
uxury 


ketch 
of the 
work- 
ies al- 
. state 


ments 
ns not 
eneral 
ed to 


Wire and Wireless 
Communication 


se Rural Electrification Admin- 
istration is now openly seeking rural 
telephone loan authority. Until recently 
the position of REA on proposals to have 
the Federal government engage in mak- 
ing loans for the establishment or im- 
provement of rural telephone service was 
apparently one of watchful waiting. Late 
in October, however, the Secretary of 
Agriculture, Clinton Anderson, sent to 
the Senate Agriculture Committee a re- 
port on the so-called Hill Bill (S 1115) 
now pending. This report, which evi- 
dently was prepared for the Secretary’s 
signature by the REA staff, gives reasons 
why REA should be given authority to 
make loans for rural telephone service 
along lines similar to the work now per- 
formed in the field of rural electrification. 

It is significant that the report finds no 
fault with those provisions of the Hill 
Bill which would encourage states, 
municipalities, and other public owner- 
ship groups to get into the telephone busi- 
ness, where public ownership is virtually 
nonexistent. On the contrary, the Ander- 
son report shows an obvious intention on 
the part of the REA to pursue exactly 
the same policy with respect to rural 
telephone loans as it has with respect to 
tural electrification loans ; namely, to en- 
courage loans to nonprofit cooperatives, 
preferably those already having REA 
loans for rural electrification, where that 
is legally permissible. 


wm for the desirability of REA 
co-ops’ getting into the telephone 
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business, as given in the Anderson re- 
port, were fourfold: (1) It was pointed 
out that most of the prospective rural 
telephone subscribers are already receiv- 
ing electric service from REA electric 
co-ops or are likely to be so served in the 
future. (Active participation by REA in 
preparation of the Anderson report is 
shown here with figures to the effect that 
out of 33 codperatives serving some 38,- 
000 rural electric consumers in 18 states, 
20 indicate that they would be interested 
in getting cooperative telephone service. ) 
(2) Economies in joint construction and 
operation, such as the use of common 
pole lines, right of way, construction and 
maintenance equipment, etc. (3) General 
overhead economies and efficiency as a 
result of REA doing double duty in both 
the telephone and electric service fields, 
such as combination billing, etc. (4) The 
Anderson report estimates that three out 
of four farms are now without telephone 
service, which clashes with industry esti- 
mates to the effect that nearly two out of 
five farms are now served and 80 per 
cent of all farms are within “subscriber 
access” of existing telephone company 
facilities. 
i ae Se 


K. Jett, Federal Communications 

e« Commissioner, said on Novem- 

ber 12th, in an interview, that 25,000 

light-weight, 2-way radiotelephones like- 

ly will be in use by the summer of 
1946. 

A year later the figure probably 
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will be 250,000, he said. Prices may 
range between $50 and $100 a set. 

The FCC will approve rules and a 
licensing procedure for walkie-talkie 
users within two or three months, Mr. 
Jett said, adding: 

We think the rules should be very simple. 

No technical knowledge will be necessary to 
qualify. It should be easier for any citizen to 
get a walkie-talkie license than to renew his 
auto driver’s permit. To procure a license 
the applicant need only show familiarity 
with the Communications Act and the reg- 
ulations governing this service. 


The rules will contain these two key 
points, Mr. Jett said: (1) Anyone can 
talk over a walkie-talkie, but no charge 
can be made for using one or for trans- 
mitting messages; (2) the walkie-talkie 
cannot be used for commercial broad- 
casting. 

Mr. Jett said several styles of walkie- 
talkies probably will be produced. Some 
will be small, light-weight affairs weigh- 
ing three or four pounds. Others will be 
higher-powered and heavier, for use in 
autos and on roof tops. Their range will 
be from 1 to 15 miles, depending on 
terrain. 

Mountains, for example, sharply re- 
duce the range. 

The walkie-talkie will bring back the 
party line in a big way, Mr. Jett said, 
because the 2-way radio conversations 
“will be a party line in the sense that you 
will have to listen in on your frequency 
to find out if someone else is talking be- 
fore starting your conversation.” 

But as many as 100 conversations can 
take place simultaneously in a single area, 
he explained, by using different fre- 
quencies. 

Mr. Jett expects doctors, farmers, 
sportsmen, and explorers to make early 
use of the war-developed gadget, along 
with department stores, dairies, laun- 
dries, and other business organizations 
that provide delivery service. 

eS 


HE British Labor government ex- 
panded its economic nationalization 
program in far-reaching announcements 
recently to include public ownership of 
civilian air lines and a $120,000,000 
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world - wide communications network. 

Almost simultaneously Health Min- 
ister Aneurin Bevan informed Commons 
that the government planned to control 
the rent of furnished houses and apart- 
ments. 

Majority Leader Herbert Morrison 
served notice also that the government 
would continue scrutiny of private muni- 
tion manufacturers’ costs. 

Government spokesmen said legisla- 
tion would be introduced quickly to 
achieve the objectives. While Conserva- 
tive members of Parliament are sure to 
protest several of the moves, their enact- 
ment by the overwhelming Labor ma- 
jority appeared certain. 

The telecommunications service now 
operated by Cable & Wireless, Ltd., is 
the communications network involved. 
Chancellor of the Exchequer Hugh Dal- 
ton announced that the government had 
decided to press for public ownership. 
The company operates wireless and cable 
circuits which link countries of the 
British commonwealth. 

Lord Winster, minister of civil avia- 
tion, said in the House of Lords the gov- 
ernment had decided that public owner- 
ship “shall be the overruling principle in 
air transport.” He said there would be 
“fair compensation” for any material as- 
sets taken over. 

Dalton said necessary legislation would 
be introduced “in due course.” 

The announcements came as the first 
official notice that the government was 
planning to extend its nationalization 
program beyond that announced in its 
campaign platform. The platform called 
for public ownership of the Bank of 
England, inland transportation, public 
utilities, and heavy industry. 

The Exchange Telegraph News 
Agency reported that Cable & Wireless, 
Ltd., in a letter to stockholders, quoted 
directors as saying they considered the 
government’s “scheme impractical” and 
“entertain the gravest apprehensions i 
regard to the setting up of the overriding 
authority which would control the op 
erations not only of the British company, 
but also of the corporations in the 
dominions.” 
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WIRE AND WIRELESS COMMUNICATION 


HE Milburn & Anselmo Telephone 

Company has filed an application 
ith the Nebraska State Railway Com- 
ission to increase rates at Anselmo, 
hewster, Dunning, and Merna. Hearing 
il be held December 19th in Broken 
DOW. 
The company is asking authority to 
crease rates on business phones from 
M15 to $3.15; individual residence 
mones from $1.80 to $2.35; party 
sidence from $1.55 to $2; rural phones 
m the Anselmo and Merna exchanges 
fom $1.40 to $1.85; Dunning phones 
om $1 to $2.25; and Brewster rural 
hones from $1.40 to $2.25. 


* * * * 


A COMPLETE new “visual” language, 

an A-to-Z picture of the basic 
honetic sounds in any language, that the 
laf can read as a moving procession of 
owel and consonant “graphs” are 
lashed across a screen, was demonstrated 
n New York city last month at the Bell 
elephone Laboratories. 

An engineer, deaf from birth, who 
karcely could be understood by his col- 
gues at the laboratories a year ago, 
versed freely by means of the visible 
eech without resorting to lip reading. 

her personnel, trained a short time to 
tal the phonetic graphs, carried on 
mpid-fire telephone conversations with 
inseen persons. An audience of news- 
ppermen listened to the conversations 
wer earphones and watched the visual 
speech. The participants, however, heard 
lo sounds, but relied solely on what they 
saw on the screen. 

Developed by Bell Laboratories’ ex- 
perts, the system is an outgrowth of 
work being carried on with sound analyt- 
cal devices, plus the use of the cathode- 
ray tube, which portrays the characteris- 
ic pattern as the sound is heard. 

A word group is spoken into a micro- 
phone. Electrically resolved on the visual 
screen, its chief characteristics are pitch, 
loudness, and time. When the process is 

ade continuous these patterns travel 
Slowly across the screen and the trained 
ye reads them as speech. 

Low-pitch sounds, for instance, ap- 
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pear at the base of the moving pattern, 
high-pitch sounds at the top. Rising or 
falling inflections in speech appear wavy, 
or slanting. The word “we” resembles a 
tree bending in a high wind, slanting to 
the right. Reverse the sound into “aw” 
and it slants to the left. “Sure” is like a 
diving airplane. The sound of laughter 
resembles a row of feathers. The throaty 
song of a thrush is like a series of cater- 
pillars, and so on throughout the list. 

Various languages have characteristics 
that easily can be deciphered. The device 
was not stumped, even, when the word 
“nerve” was uttered as “noive.” So, dia- 
lects are no problem. 


ALPH K. Porter of the Bell Labora- 
R tories, who explained the device, 
pointed out that the most obvious prob- 
lem of the totally deaf person not only 
is to perceive the nature of spoken 
sounds, but to utter them again so others 
will understand him. 

“Practice will eventually equip the deaf 
person with a vocabulary of patterns as 
extensive as he is willing to acquire, but 
this system goes on to convey the factors 
of timing and emphasis which carry 
much of the emotional content of 
speech,” he said. 

Mr. Potter pointed out that deaf chil- 
dren learn to speak only about six words 
correctly in the first school year, increas- 
ing to about fifty words by the third year. 
He compared this to the 3,000-odd words 
acquired by normal children in that time. 
The visual language device, therefore, 
should prove valuable in such instruction 
work, as well as an aid in improving the 
speech of the approximately 100,000 
totally deaf in this country. 

Two types of the machine were shown. 
One created permanent vowel and con- 
sonant sounds on sensitized paper rotated 
on a drum. The other created the con- 
tinuous pattern on a moving screen one 
foot high and about six feet wide. 

Edgar Bloom, the totally deaf Bell 
Laboratories engineer who demonstrated 
the device, astonished his hearers by the 
fluency with which he interpreted the pic- 
ture language created by the questions 
asked by a young woman demonstrator. 
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A of what is expected in a 
few years to become a nation-wide 
system of “piping” television images by 
coaxial cable and radio was scheduled to 
be staged on December 1st when the Na- 
tional Broadcasting Company turns its 


television cameras on the Army-Navy 
football game in Philadelphia as the Em- 
pire State building station in New York 
city relays the sight and sounds of the 
contest to sets in the New York area. 

That event would be the forerunner 
of regularly scheduled intercity pickups 
beginning in January, when the Amer- 
ican Telephone and Telegraph Company 
will make its coaxial circuits available on 
a “no-charge” experimental basis for 
regular nightly pickups between New 
York, Philadelphia, and Washington, it 
was announced on November 13th. 

The AT&T coaxial cable is now in- 
stalled and operating between New York 
and Philadelphia, but shortly after the 
first of the year it will be ready for use 
to Washington. 

Plans for the experimental use of the 
cable, which carries telephone conversa- 
tions when not employed for television, 
have been arranged with the Columbia 
Broadcasting System, Allen B. DuMont 
Laboratories, and NBC. The cables will 
be available for each concern two nights a 
week, and when not so employed will be 
available for other experimental opera- 
tion by persons and concerns such as mo- 
tion-picture producers, theater owners, 
etc., during “an extended period.” 

Keith S. McHugh, AT&T vice presi- 
dent, explained that the Bell system has 
been employing coaxial cables for tele- 
phone work “on certain intercity routes” 
for several years, at present is in the 
process of extending the facilities’ net- 
work, and that “ultimately” it will “span 
the country from coast to coast and from 





north to south.” 

Mr. McHugh said further that the 
coaxial cable project alone calls for an 
annual installation of upward of 1,500 
miles, suitable either for hundreds of 
long-distance phone calls or television 


programs. In 1946 it will be extended 
from Washington to Charlotte, North 
Carolina ; also Atlanta and Dallas will be 
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linked. The following year, links will bg 
in place between Chicago and St. Louis 
while the southern route will be extended 
to Los Angeles. In all, the project is tg 
be upward of 7,000 miles long and t 
cost some $100,000,000. 


COAXIAL cable is a copper tube ag 
A large as a lead pencil, inside of 
which is suspended “coaxially” a hea 
copper wire. The central wire is held 
place by small insulators like candy life 
savers. When the proper terminal devices 
are attached, a single cable will conduct 
480 simultaneous phone conversations 0 
a single television program. 

Heavy metal-armored bundles of six 
or eight coaxial “pipes” and many insu 
lated control wires are bound togethe 
into a whole and insulated, rearmored 
and reinsulated, then placed in trenches 
across the countryside. 

The AT&T also is constructing anoth 
er system for intercity television. This ig 
by radio-relay sending and receiving 
units placed atop 200-foot towers spaced 
cross-country about 30 miles or so apa 
At present such a system is being con 
structed between New York and Bos 
ton. 

When the radio project is completed 
the AT&T expects to test the radio re 
lay against the cable for efficiency of op 
eration and use, whichever is most suited 
for its television and telephone linc 
throughout the country. 
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OMMERCIAL telephone service direc! 
to France was reopened last month 
for the first time since the fall of Franc 
in June, 1940, before the German armies, 
Two circuits were available and an off 
cial of the Long Lines Department of 
American Telephone and _ Telegrapi 
Company said the rush of business was 5 
so great that both circuits had been L 
booked almost solidly for five or six days 
Most of the calls were routed to Paris; 
but a few were made to other parts 0! P 
France. Traffic westbound across the At r 
lantic was equally heavy. A high percent 
age of the westbound calls was placed by © 
American military personnel. hi 
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Financial News 


and 
Comment 


By OWEN ELY 


Integration Program Enters 


New Phase 


(Rights of Junior Security Holders 
May Be Restored) 


ove perennial problem of retiring 
senior securities of holding compa- 
nies—and recapitalizing to meet the re- 
quirements of the Holding Company Act 
—seems to have entered a new phase due 
to the bull market in utility securities, 
which has changed the value yardsticks 
applied by the SEC in a number of its 
decisions. In about a dozen past or pend- 
ing cases, most of which involved pre- 
ferred stocks with substantial dividend 
arrears, it became almost a fixed policy 
to make a division of assets between sen- 
ior and junior stockholders on the basis 
of a percentage formula. But now these 
formulas either may be radically revised 
to meet market conditions, or discarded 
in favor of retirement of senior securi- 
ties at call price plus arrears. 

The SEC has not as yet given official 
cognizance to the new trend, but its fail- 
ure to protest against recent proposals by 
the managements of Standard Gas & 
Electric and Commonwealth & Southern 
to drastically amend their plans reminds 
one of the old adage, “‘silence gives con- 
sent.” The pending Standard Gas plan 
was approved by the commission over a 
year ago but consummation was delayed 
by the issue raised by District Judge 
Leahy. Strangely enough, while the dis- 
trict court upheld the commission’s ap- 
proval of a “package” payment for the 
bonds instead of cash, the market rise in 
the value of the package made the court’s 
decision obsolete and tended to vindi- 
cate Judge Leahy’s position—though not 
his assumptions. The stockholders, who 
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formerly agreed to the package method, 
are now against it because they want to 
obtain the increased value of the package 
for themselves. And this ties in with the 
commission’s frequently expressed opin- 
ion that one class of security holders 
should not receive a “windfall” at the ex- 
pense of another. 


w= it finally decided the Stand- 
ard Gas Case, the SEC introduced 
a neat device to guard against market 
changes. The amount of cash included in 
the package was to fluctuate so as to com- 
pensate for estimated market changes in 
the value of securities in the package. 
But unfortunately the device was no 
longer operative when the decision went 
to the district court for confirmation. 
Had it remained in effect, the present 
move for amending the plan might have 
been avoided. 

It will be recalled that the plan cuts off 
the Standard Gas $4 (second) preferred 
with only one-third share of new com- 
mon stock, compared with 10} shares for 
the $7 prior preference and 9 for the $6 
prior preference. The common stock was 
wiped out, and the preferred was treated 
as though it were common. Under this 
provision, which was supported by both 
the district court and court of appeals 
without question, the $4 preferred would 
now have a theoretical value around $4- 
$5. Yet the stock has now advanced from 
its 1945 low of 23 to the recent high of 
334. Much of the rise occurred before 
the news was released that the company 
was considering filing an amendment, 
and a good deal has been taken for 
granted regarding the benefits obtainable 
by the $4 stock under such an amend- 
ment. 
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In the case of Commonwealth, the de- 
cision of the management to file an 
amendment which would provide for re- 
tiring the preferred stock at about $140 
(instead of the estimated value of per- 
haps $150-$200 which it might have ob- 
tained under the 85-15 formula) caught 
the market more by surprise—although a 
common stock representative, Mr. Sny- 
der had already begun a strenuous fight 
(not supported by big corporate stock- 
holders) in favor of a revision. How- 
ever, on the day the new plan was an- 
nounced after the close, Commonwealth 
advanced about 16 per cent in value (ap- 
parently indicating some prior knowl- 
edge) and on the following day it 
jumped to 44 compared with the 2 level 
of some days previous. A very liberal 
appraisal of the company’s future earn- 
ing power, as applied on the new basis, 
might warrant a price around 4, it is esti- 
mated. 


ECENTLY the SEC, after considerable 
delay, gave its final approval to the 


Northern States Power plan, as amended 
in certain particulars. But at about the 
same time the class A stock, which had 
been selling quietly around 18-19 for sev- 
eral months and might be worth around 
20-25 under the plan, began a spectacular 
advance to its recent high around 40. 
Here again there was apparently a siz- 
able “leak” as to the plans of a stock- 
holder group to call for revision of the 
plan. This came into the open at a recent 
hearing before the SEC, where a pre- 
ferred stockholders’ group sought per- 
mission to obtain a list of stockholders 
for the purpose of supporting the plan 
against anticipated attack in the courts 
by the class A stockholders, and at the 
same hearing counsel for a new group of 
class A stockholders admitted that this 
was the case. 

Moves are also on foot in one or two 
other cases, less far advanced, for ap- 
plication of the method of retiring the 
senior securities by call. (The payment 
of par plus arrears now appears “out,” 
due to the American Power & Light 
decision discussed elsewhere in this de- 
partment.) While of course it is possible 
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that the SEC may not be in sympathy 
with these proposed basic changes in in- 
tegration plans, the fact that no official 
comment has yet been forthcoming is 
construed favorably marketwise. 
Some who guessed right regarding the 
new trend have gained substantial 
market windfalls. Stockholders of bank. 
rupt railroads who hoped for simila: 
recognition of their claims have, how- 
ever, been “wiped out” by the ICC. 


> 


SEC Holds Call Premium 
Warranted by Market Worth 


Nn November Ist the SEC denied the 
long-pending application of Amer- 
ican Power & Light to retire its bonds at 
their face value. This appeared to be, in 
effect if not in theory, a reversal of 
earlier decisions by the commission such 
as the United Light & Power Case. (See 
“Methods of Retiring Senior Securities 
of Holding Companies” in this depart- 
ment, October 11th and 25th issues.) 
Two institutional holders of $1,721,000 
bonds participated in the proceedings, fil- 
ing briefs against the company’s plan as 
unfair to bondholders. 

In explaining its present viewpoint, the 
SEC took a more liberal view of the 
“rights” of bondholders, quoting a Su- 
preme Court opinion of Mr. Justice 
Douglas that fair and equitable treatment 
requires that a security holder should re- 
ceive “in the order of his priority ... 
from that which is available for the satis- 
faction of his claim the equitable equiva- 
lent of the rights surrendered.” The com- 
mission admitted that retirement of the 
bonds cannot be considered voluntary, 
and that normally the bonds would not be 
entitled to receive the call premium as 
such. Nevertheless, in considering the 
rights of bondholders in an involuntary 
retirement of bonds, consideration must 
be given to contractual rights embodied 
in the interest rate, maturity date, and 
other provisions. “Determination of the 
‘equitable equivalent of the rights sur- 
rendered’ requires an analysis of the 
degree of certainty that the obligor will 
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perform its commitments under the con- 
tract. Conscientious endeavor to give de- 
benture holders the equivalent of what 
they surrender, in order to provide fair 
and equitable treatment for them, re- 
quires us to weigh their contract rights in 
light of the risks that the borrower will 
not duly and punctually live up to the 
contract. This involves examination of 
the assets and earning power of the 
obligor.” 


HE argument was advanced that the 

high rate of interest and the long 
maturity add to the intrinsic value of the 
bonds under present conditions, and that 
payment at the principal amount would 
deprive a debenture holder of substantial 
value and would transfer this excess 
value to the stockholders, giving them a 
wind fall. 

In support of this argument it was 
pointed out that, with a discount rate 
of 6 per cent, the right to receive the prin- 
cipal of $1,000 in the year 2016 would 
have a current value of only $15, so that 
the principal claim of bondholders in this 
case is the right to receive 6 per cent in- 
terest for seventy-one years. To deprive 
bondholders of the 10-point premium 
over face value would thus result in sub- 
stantial injustice, which is contrary to 
the intent of Congress as reflected in § 11. 

The commission quoted at length from 
the Supreme Court decision in Otis & 
Co. v. SEC (which involved the treat- 
ment of United Light & Power pre- 
ferred). The Otis Case, said the commis- 
sion, has established the principle that the 
present investment worth of a security 
should be the measure of its participa- 
tion ina § 11(e) plan providing for wind- 
mg up of the company. While the Otis 
Case involved determination of relative 
rights of preferred and common stock- 
holders, the commission held that the rea- 
soning of the Supreme Court was also ap- 
plicable to the rights of debt holders in 
relation to the junior security holders. 
In reorganizations under the act, debt 
holders’ claims should not be considered 
as matured any more than those of 
preferred stockholders. 

In the United Light & Power and 
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North American Light & Power cases 
the commission and the courts held that 
a retirement of debentures necessitated 
by § 11 was not the kind of optional call 
which would bring the redemption 
premium provisions into operation. De- 
benture holders had claimed that they 
were entitled to compensation for the 
termination of their investment, but no 
effort had been made in those cases to 
relate such compensation claim to the 
value of the debentures and to prove that 
debenture holders’ interests in the com- 
panies as continuing enterprises were 
worth more than the face value of their 
claim. While the interest rates on the 
United Light & Power debentures were 
6 per cent and 64 per cent, “no facts were 
adduced to show, nor did the records in- 
dicate, that 100 was inadequate com- 
pensation.” 


¢ 2 commission indicated that it had 
gained in wisdom as the result of 
the consideration of a large number of 
later cases, and any “automatic rule of 
100” would produce inequitable results. 
Each case must be considered on its own 
merits. The trend of court opinion is also 
in this direction, the circuit court of ap- 
peals having held in the Standard Gas 
Case that “it was not incumbent upon the 
commission to reduce the result to dol- 
lars and cents in the process of valua- 
tion . . . two factors that bulk largest in 
determining the ‘equitable equivalent’ . . . 
are safety and interest rate.” 

American Power & Light, in support- 
ing payment at par, adduced contract 
rights involved in various common law 
cases, but the commission held that com- 
mon law precedents did not apply in the 
present case, quoting Justice Frankfurter 
to the effect that “the commission is not 
bound by settled judicial precedents.” 

American Power & Light had also 
called the commission’s attention to the 
repurchase programs by which some of 
its bonds had previously been retired. In 
the first case, the commission allowed re- 
purchases in the range of 95-100, and in 
the second instance on a scale-down basis 
beginning with 106. The commission 
held that approval of these programs was 
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based on the fact that sales were entirely 
voluntary by holders. A number of other 
voluntary purchase programs had been 
authorized without establishing individ- 
ual precedent thereby as to the method 
of retiring the remaining issue. 

In analyzing the investment position of 
the debentures, the SEC stressed the fact 
that at the end of 1944 cash and subsidi- 
ary debt securities aggregated 1.63 times 
the principal amount of the company’s 
debentures, and there was a still larger 
amount of value in stockholdings of sub- 
sidiaries (based on adjusted underlying 
book value after all write-offs). The com- 
mission also presented tabular data re- 
garding over-all system coverage, and 
parent company coverage, of interest re- 
quirements, as evidence that the bonds 
had investment value in excess of their 
face value. Claims of expert witnesses 
for American Power & Light, citing his- 
torical evidence to support face value, 
were rejected by the commission. One 
witness failed to take into account im- 
proving earnings, lower money rates, and 
prospective refundings of subsidiaries’ 
senior securities as well as other impor- 
tant factors. 

The crucial issue involved, said the 
commission, “is whether the contract in- 
terest rate of 6 per cent fairly reflects the 
degree of safety enjoyed by the deben- 
tures. If the maximum interest rate justi- 
fied by the risks is as low as approximate- 
ly 5.45 per cent, the debentures would 
have a value of 110... It is true that 
American’s debentures are not of the 
same investment quality as top-grade 
public utility first mortgage bonds which 
presently sell on less than a 3 per cent 
basis. However, we have no hesitancy in 
concluding that the maximum interest 
rate justified by the risks assumed by the 
debenture holders is less than 5.45 per 
cent.” Accordingly, the commission fixed 
a price of 110 for the American bonds 
but held that “the precise amount which 
the Southwestern debentures should re- 
ceive (in no event less than 110) would 
depend on the time when they were 
paid.” This indicates that the South- 
western debentures (noncallable until 
February, 1947) would currently have 
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a value slightly higher than 110, based 
on the interest rate of 5.45 per cent. 


UDGE Healy presented a vigorous dis. 
J senting opinion. He called attention 
to the company’s inconsistency in fight. 
ing the dissolution order in the Supreme 
Court while at the same time it argues 
before the SEC that it is forced to dis. 
solve and therefore need pay no debt pre- 
mium. 

Nevertheless, he believed that the 
company would be forced to dissolve and 
that the debt payment is necessary as an 
aspect of dissolution. Such dissolution 
being involuntary, debt holders would 
not be entitled to the premium under the 
terms of their contract. There are no pro- 
visions in the contract defining rights in 
the case of involuntary dissolution, in 
which respect the case differs from that 
of United Light & Power preferred. 

Judge Healy rejected the majority 
doctrine that the bondholders’ claim is 
related to the present investment worth 
of the bonds; he held that they are evi- 
dences of debt, and the debt is $1,000 per 
debenture. In the past, he contended, 
both the commission and the courts have 
excluded the idea that a creditor’s claim 
(in involuntary dissolution) is not the 
debt itself but its investment worth. He 
quoted a Supreme Court statement—“a 
requirement of dollar values placed on 
what each security holder surrenders and 
what he receives would create an illusion 
of certainty where none exists and would 
place an impracticable burden on the 
whole reorganization process.” == 

Judge Healy felt that the majority 
quotation from the Otis Case miscon- 
strued and misapplied that decision, and 
he also quoted at considerable length 
from previous commission decisions and 
rulings. While admitting that the bonds 
now have an improved investment value, 
he attributed this in substantial degree to 
the heavy sacrifices of dividends by pre- 
ferred and common stockholders, which 
fully explain the strong current position. 
Hence in his opinion it is unfair to pen- 
alize stockholders still further by requir- 
ing them to pay a premium to bondhold- 
ers. 
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The judge also criticized as a “Rube 
Goldberg” device the proposed use of a 
nontransferable, non-negotiable certifi- 
cate—“it makes the debt a financial zom- 
bie, neither dead nor alive.” 


* 


Recent Utility Studies by 
Wall Street Houses 


Hoes & WEEKs recently pre- 

pared “A Reappraisal of American 
Power & Light.” After reviewing the 
company’s proposed recapitalization filed 
about two years ago and subsequent 
changes in the company’s portfolio, vari- 
ous “times earnings” yardsticks were ap- 
plied to the average 5-year earnings of 
subsidiaries. 

These amounts, together with the esti- 
mated net current assets after establish- 
ing the Texas Utilities Company, re- 
sulted in a range of figures as shown in 
the following table: 

Using 
Multiplier 
Of 15* 
$121 
101 

7.19 


Using 
Multiplier 


f 12* 


*In estimating the value of Texas Utilities 
Company, price earnings ratios of 15 to 18 
were applied. 


F. T. Sutton & Company has pre- 
pared an analysis of Middle West Corpo- 
ration, estimating the intrinsic value at 
over $27. The firm pointed out that ex- 
cess profits taxes in 1944 were indicated 
to be between $2.40 and $2.80 compared 
with earnings of $1.07 a share. It was 
estimated that Middle West by the end 
of this year would have cash resources 
of about $18,000,000, indicating the 
possibility of another liquidating divi- 
dend similar to that in 1944. The study 
also pointed out that Middle West has 
no funded debt or preferred stock, but it 
neglected to mention that important ques- 
tions of Deep Rock subordination (par- 


ticularly in reference to Central & South- 
west Utilities) remain to be settled by 
the SEC, 

Abraham & Co. has issued a brief 
study on Electric Bond and Share. Using 
market valuations for Electric Bond’s 
portfolio holdings and assuming that the 
American & Foreign Power plan will be 
consummated without change (the new 
common stock being valued at 10 times 
earnings or $36), a liquidating value of 
23 was arrived at. 

Ira Haupt & Co. issued a 7-page analy- 
sis of Columbia Gas & Electric. Earnings 
on the new common stock to be issued 
under the proposed plan are estimated at 
93 cents a share (without excess profits 
taxes), and capitalizing these earnings at 
13 times, plus $1 for the rights, gives an 
estimated value of $13. The estimate of 
earnings allows for a 10 per cent decline 
in gross due to loss of the war load. Over 
the next two or three years earnings of 
over $1 a share are seen as a reasonable 
possibility. 

Walston, Hoffman & Goodwin of San 
Francisco has prepared a detailed review 
of California Electric Power Company, 
naming eleven reasons why it favors 
the common stock. 


AINE WEBBER, JACKSON & Curtis 

has issued a brochure on the “Peace- 
time Outlook for the Electric Utility In- 
dustry” with tabular data on preferred 
and common stocks of the leading power 
and light companies. Comparisons are 
made between the price-earnings ratios 
prevailing in 1929, 1936, and 1945 for 
representative operating and holding 
company common stocks. In the detailed 
tables, preferred stocks are tabulated by 
Standard & Poor ratings. The common 
stock list includes a large number of is- 
sues held by holding companies in addi- 
tion to those in which there are public 
markets. 

M. C. Zaidenberg of Simons, Linburn 
& Co. has prepared a study of Northwest 
Utilities (Middle West system). 
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What Others Think 


The Published Life of Paul Walker 


BooK on Paul Walker, sole re- 

maining charter member of the 
Federal Communications Commission, 
has recently been published by Lan- 
caster Press, Inc., of Lancaster, Pennsyl- 
vania. The book, entitled “Paul A. 
Walker,” is the product of Walter B. 
Emery, an administrative assistant of 
the FCC staff. 

The issuance of this book (105 pages) 
was coincidental with the induction on 
November 16, 1945, of Mr. Walker into 
the Hall of Fame by the Oklahoma Me- 
morial Association as one of the four dis- 
tinguished Oklahoma citizens who have 
made outstanding contributions to the 
state and nation. 

Mr. Emery’s biography of Commis- 
sioner Walker is a brief but comprehen- 
sive summary of the career of one of the 
most outstanding regulatory officials in 
the American utility field in recent years. 
Walker’s biography will especially inter- 
est the telephone industry because of the 
particular attention which Commissioner 
Walker has given telephone matters, be- 
ginning as a member of the Oklahoma 
commission, and since his appointment to 
the Federal Communications Commis- 
sion in 1934, 

Emery describes Walker’s boyhood as 
the son of a farm family of Welsh- 
Quaker extraction in western Pennsyl- 
vania. His commencement day address 
for his high school graduation class on 
June 8, 1889, was, significantly, an attack 
on the evils of monopoly, and won for 
Walker a scholarship to the University 
of Chicago. Before completing his own 
college course, Walker found it necessary 
to augment his meager income by 
part-time teaching at a high school in 
Charleston, Illinois. This experience 
launched him into educational work fol- 
lowing his graduation, and he became an 
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early advocate of the idea of progressive 
education and school reforms generally. 


ALKER first went to Oklahoma in 

1905 to become the principal of a 
high school at Shawnee. He also man- 
aged to continue his double duty activity 
to the extent of completing a law school 
education at the University of Oklahoma 
while teaching. 

After a few years of legal practice, 
during which he ran unsuccessfully for 
county judge, Walker joined the newly 
formed Oklahoma commission in 1915 
and for many years took an active part in 
utility rate cases before that commission 
and in the courts. In 1930 Walker was 
elected a member of the Oklahoma com- 
mission and shortly after its chairman. 
While on this board, Walker attracted 
the attention of President Roosevelt, 
who appointed him one of the seven 
original members of the FCC. 

Emery’s book devotes a chapter to 
Walker’s work on the FCC, not only with 
respect to the well-known Bell system in- 
vestigation (sometimes called the Walker 
investigation), but also his fight against 
radio monopoly. 

Although modest in size and scope, 
Emery’s book is a faithful and interest- 
ing factual guide and sympathetic com- 
mentary on the life of the outstanding 
figure in the historical span of American 
regulation of public utilities. Walker has 
seen regulation grow from its infancy. 
He has neither illusions nor defeatist 
ideas about the possibilities of commis- 
sion regulation. 

Altogether, Emery’s book indicates 
Walker’s conviction that—given a rea- 
sonable degree of honest and able admin- 
istration—the American concept of pub- 
lic utility regulation can and has worked 
effectively. But Walker, who since the 
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death of the late lamented Joseph B. 
Eastman is probably the dean of commis- 
sion regulation (as far as the public 
utility—as distinguished from the rail- 
road—field is concerned), honestly be- 
lieves that regulation must be continually 
progressive — continually changing to 
meet the constantly shifting require- 


ments of changing technology, and the 
changing political-economic background 
against which the modern public utility 
service must function. He is particularly 
keen to achieve practical and andetelied. 
ing working cooperation between state 
and Federal commissions. 
—F. X. W. 





The Goal of Universal Rural Electric Service 


N the August issue of its quarterly 

bulletin (published for its stock- 
holders and employees), Idaho Power 
Company tells a story of farm electrifica- 
tion which reveals a steady growth and 
large usage of electric service among 
rural customers. 

The company states that complete farm 
electrification in its territory—southern 
Idaho and eastern Oregon—in the next 
few years is its aim. In accomplishing 
that goal, it has set out to increase the 
use of electricity on the farm to at least 
double what it is at present. This, the 
article says, will require intensive effort, 
for it will mean improving “by 100 per 
cent a farm utilization of electric serv- 
ice which already is one of the highest 
in the nation.” 

When the Idaho Power Company 
came into existence twenty-nine years 
ago, and took over five predecessor com- 
panies, there were 440 miles of distribu- 
tion lines to farms in the system. Ex- 
tending this type of service gradually 
over the years, the bulletin discloses, the 
company now has 5,335 miles of rural 
lines which serve 20,646 rural customers. 
This, it is noted, is about an 80 per cent 
saturation. 

A policy of uniform rates for both 
town and rural customers is maintained, 
and the reasons for this are thus set 
forth: 


The historic theory of farm electrification 
practiced by Idaho Power Company, which 
includes the adoption of uniform rates as 
between town and farm customers, is based 
upon making available to farms the ad- 
vantages of existing electric facilities in the 
towns. In other words, electric rates are 
based upon the cost of rendering service; 


therefore, the farm rate is based upon in- 
cremental costs of extending that service 
from town to country, and, although the 
number of customers per mile of distribu- 
tion line in rural areas is much smaller 
than in the confines of a municipality, the 
incremental cost of ‘extending the service is 
likewise much less than the original installa- 
tion for the town, and provides the justifica- 
tion for uniform rates. 


The extension of electric service to the 
country, it is stated, 


has followed the pattern of concentric 
circles made by throwing a rock in still 
water—farms nearest to towns were usually 
the first to be served. Every time a line was 
built to a farm area the circle was widened 
by a few miles, thus making possible the ad- 
ditional extensions which gradually reached 
into the most remote valleys. This process 
was near to completion in the territory 
served by Idaho Power Company prior to 
the war. The next few years will witness 
the extension of electric lines to the natural 
boundaries of that territory and a retracing 
of steps to pick up potential customers who 
may not have wished electric service earlier. 
During the war years there has been an ac- 
cumulation of service requests which could 
not be satisfied. At the present time the com- 
pany has approximately 600 miles of rural 
line construction scheduled . . . 


A’ to the statement that farm use of 
electricity on the company’s lines is 
high, this information is given: 


Kilowatt-hour use by the farm customers 
of Idaho Power Company, previously men- 
tioned as being one of the highest in the 
nation, showed an average of 2,656 kilowatt 
hours for the twelve months ended July Sist 
This does not include the service of irriga- 
tion pumping, but is confined to normal do- 
mestic and farm uses, The average price 
paid for the service during the same peri 
was 2.27 cents per kilowatt hour, a cost 
which has steadily decreased over a period 
of years. 
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“YOU SAY, MR. KRISKOWSKI, THAT YOU COME FROM A LONG LINE OF POLES. 
H’M-M. I THINK YOU MIGHT DO WELL IN THE SIGNAL CORPS” 


Commenting upon the wide variety of 
electric appliances used in farm homes 
and for farm work, the bulletin says: 


... it is estimated that 60 per cent of the 
farm customers use electric cooking and 30 
per cent electric water heating. The satura- 
tion of electric refrigerators is probably 
higher than for electric ranges. Electricity 
makes possible the use of pressure water sys- 
tems, which in turn bring modern plumbing 
to the farm. 

For the farm customer who does not have 
a pressure water system, the company has 
an electric water heater known as the “Idaho 
farm water heater” which it developed in 
1927 and had manufactured locally. Hun- 
dreds of them were sold and are in use. 
_ In an area where dairying is a leading 
industry, farm electrification means lights 
for the barn, milking machines, separators, 
running water, refrigeration, and other in- 
valuable services. Uses for electric motors 
on the farm are innumerable. 
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To take the story of electric service 
to every community in its territory, Idaho 
Power Company since 1935 has used a 
trailer fitted out as an_ all-electric 
kitchen. The exterior is designed to 
resemble an attractive cottage; the in- 
terior is arranged to feature a complete 
electric kitchen and laundry, with room 
for a demonstrator and an audience of 
twenty. Thus, the bulletin states, 

. .. Trained home economists were able to 

reach and be heard by farm women in the 

most remote communities, and the coach be- 
came a county fair exhibit in the fall of the 
year. At least 50,000 people visited the coach 
to see demonstrations of electric appliances. 


That the farm user of electric service 
is, potentially, a prospect for about twice 
as many kilowatt hours as his city cousin 
is pointed out, the reasons being : 
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... In this modern day his home requires as 
much electricity as the modern home in 
town, and his family needs the labor-saving 
benefits to an even greater degree. Then the 
applications of electricity te uses that are 
strictly agricultural in nature serve to in- 
crease the use of kilowatt hours far beyond 
the total necessary in town. This means the 
farmer will buy utilization devices if he 
can afford them, and there can be no question 
of that under present conditions. He can’t 
afford to be without them. 


fie objective of doubling the use of 
electricity on the farm in a few 
years is a sizable goal, it is stated, but 
one which can be accomplished. The 
article continues : 

. .. The records show how the price of kilo- 


watt hours can be reduced as consumption in- 
creases, so the doubling of use will result 


in a much smaller increase in total cost to 

the user. And the benefits to be derived 

from the liberal use of electricity will far 
outweigh the cost. 

Altogether, the company definitely intends 
to blanket the territory it serves and provide 
electric service for every purpose and for 
every potential user. 

_ At the close of this article in its bulle- 
tin, Idaho Power Company states that it 
“wants electric service to be as truly uni- 
versal in the rural area as rural free de- 
livery has made postal service.” 

This story (well illustrated with farm 
scenes), presented to its stockholders and 
employees by a business-managed elec- 
tric company, should give them a pretty 
clear picture of its progressive policies 
on the question of farm electrification. 


—R. S.C. 





Safety Work of Natural Gas Company Applies 
Both on and off the Job 


genre of safety first education of 


employees are the rule rather than 
the exception in industry these days. 
Studies of accident prevention and ap- 
plication of well-organized plans have 
resulted in improved safety records for 
on-the-job workers. 

One public utility company has broad- 
ened the field of its safety work and car- 
ried it into the homes of its employees. 
The results of this off-the-job education 
have been helpful both to the employees 
and to their families. 

In a recent issue of Executives Serv- 
ice Bulletin, published by Metropoli- 
tan Life Insurance Company, is an 
article by C. L. Hightower, safety di- 
rector, United Gas Pipe Line Company, 
Shreveport, Louisiana, telling of the 
methods and accomplishments in this 
broad safety program. 

Among oil and gas company em- 
ployees, Mr. Hightower states, “the ratio 
of off-the-job fatalities to fatal occupa- 
tional injuries is almost two to one, 
which means that about twice as many 
workers are killed in highway, home, 
public, and sports accidents as lose their 
lives from accidents on the job. Off-the- 
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job accidents also take their toll in non- 
fatal injuries ranging in seriousness 
from a few days in the hospital to per- 
manently crippling and disabling cases, 
all of which cause loss of man-hours of 
work.” 

The writer adds that when it is taken 
into consideration that many members 
of employees’ families are killed or in- 
jured in highway, home, or sports ac- 
cidents, the importance to every worker 
of off-the-job safety can be appreciated. 
As to his own organization, he says: 

Experience . . . has demonstrated to us 
that the well-rounded industrial safety pro- 
gram should be directed toward the preven- 
tion of accidents on streets and highways, in 
public places, and in the home, as well as 
on the job, if effective and lasting results 

are to be obtained. At first glance, such a 

widespread and diversified problem seems 

to present an almost impossible task. How- 

ever, once the industrial executive is im- 

pressed with the need of off-the-job safety 

efforts and develops sufficient interest to 
take part in the program, a workable pro- 
cedure can be developed and applied. 


y is pointed out that in the centers 
where the company does business 
every effort has been made to cooperate 
closely with community safety programs 
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in the interest of off-the-job accident 
prevention. It is noted that 


. direct support and participation by in- 
dustry and industrial executives in these ac- 
tivities can often codrdinate the efforts of 
local groups to such an extent that the 
results obtained are indeed remarkable. Ac- 
complishments through such programs in 
cities like Memphis, Dallas, and Lansing 
give concrete evidence of what can be done 
when everybody works together in apply- 
ing a well-developed and codrdinated plan. 

In the field of individual employee train- 
ing to guard against off-the-job accidents, 
we have found that industry can do just as 
effective a job as it has done in occupational 
accident prevention. In this phase of the 
work the full force of our organizational 
setup is used to give the story of home, 
public, and highway safety in such a manner 
that the individual worker can apply it to 
himself, take it home, and pass it on to his 
family. 

As to the methods adopted in carrying 
out this program, the writer says: 


We have used for years a comprehensive 
safety manual that provides executives, 
safety engineers, and operating supervisors 
with reference material relating to industrial 
safety organizations, and supplies informa- 
tion for use in conducting safety meetings 
composed of groups of employees, as well 
as foremen, 

For the sake of convenience the book is 
divided into four parts. Part I deals with 
the organization of an accident prevention 
program, emphasizes the important place of 
management (a vital factor in our perform- 
ance), accents the part to be played by su- 
pervisors and workmen in the program... 

Part II includes prepared speech material 
and discussion outlines suitable for use in 
employee meetings. Fundamental problems 
of accident prevention are featured in the 
various subjects covered, in this way in- 
spiring general interest . 

Part III provides discussion outlines and 
a limited amount of speech material for use 
in conducting foremen’s meetings. . 

Part IV includes a number of ‘reference 
tables which the average safety engineer 
or operating supervisor may have occasion 
to consult in the ordinary course of his work. 


In the preparation of the manual, the 
off-the-job material was blended into the 
general content, with the result, Mr. 
Hightower says, that it is regarded asa 
normal and essential part of the entire 
program. To illustrate, he noted that in 
Part II, in the speech material and dis- 
cussion outlines for employees’ meet- 
ings, there are included such items as 


winter driving, scalds and burns in the 
home, the Glorious Fourth, poisons and 
antidotes, and home accidents. 


s to the modus operandi in imple- 
menting this safety program, these 
details are outlined: 


Once a year we draw up a program that 
schedules by dates the meetings to be held 
with the various operating departments dur- 
ing the ensuing twelve months. A special 
subject is featured for each monthly meet- 
ing throughout the system. . 

The “safety meeting material” bulletin is 
used for sending out these prepared outlines. 
Copies of the bulletin, as well as copies of 
the annual schedule of meetings, are dis- 
tributed to each supervisor and to the chair- 
man of the safety meeting. Upon receipt of 
the bulletin for the following month, the 
foreman or chairman assigns. subjects to 
individual employees for discussion. These 
assignments are made well in advance of the 
meeting in order that the employee may have 
an opportunity to study the material and 
prepare himself on the subject. As a gen- 
eral thing, questions are included in order 
to bring the entire group into the discus- 
sion. 


By way of illustration of this proce- 
dure, reference is made to the outline of 
material for the June meeting, which 
was devoted to home canning: 


... The three methods of home canning were 
described briefly, this followed by a state- 
ment that the principal hazards are scalds 
and burns. Next in order came a series of 
ten questions on the canning operation, each 
accompanied by an answer which, if care- 
fully observed, will prevent accidents. The 
June material also contained “first-aid ques- 
tions” relating to the hazards of swimming, 
and emphasized first-aid treatment for one 
who has met with an accident in the water. 
The “safety meeting material” for last 
May called attention to some of the hazards 
that might be met on a family picnic, dis- 
cussed dangers that may be encountered 
at unimproved swimming holes, and gave 
advice as to the critical points to be checked 
on the family car. 

Then the writer mentions several 

“ce ” 4 ° 
hazards” upon which comment is made 
in the safety meeting material. Among 

them may be noted: 
. careless or improper use of gasoline. 
It is a matter of record that one in every six 
accidental deaths in the United States is 
caused by burns, explosions, and fires, and 
many injuries of this type are traced to the 
misuse of gasoline. 
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Traffic safety is another most important 
consideration, presently made more impor- 
tant by the fact that vehicles are wearing out 
at a rapid rate, that replacement parts are 
difficult to obtain, and that good mechanics 
are hard to find. Furthermore, tires are 
wearing thinner, street and highway surfaces 
are showing the effects of man-power and 
materials shortages. . . The matter of falls 
in the home is given its share of attention. 
Some 15,000 people are killed each year as 
a result of falls at home, and thousands 
more are temporarily disabled or crippled. 
Our discussions accent the fact that the 
primary causes are poor housekeeping, in- 
difference, and neglect, and we make it a 
point to remind employees of what can be 
done to eliminate those hazards in their own 
homes. 

Pedestrian hazards, too, are on our dis- 
cussion list. We remind our people that all 
of us are pedestrians at one time or another, 
and that we can do our part to avoid the 
mistakes which accounted for so many 
deaths and injuries last year. 

In addition to the subjects named, we in- 
troduce discussion on the hazards that at- 
tend hunting, trimming of trees, use of 
ladders, infection from home accidents, and 
home fires. 


pn the inception of the company’s 


organized safety program in 1930, 
the article states, continuing considera- 
tion has been given to off-the-job ac- 
cident hazards. Beginning in 1939 this 
phase of safety work was included as a 
regular feature of the employee group 
meetings. It is noted: 

... While accurate records on all off-the-job 
accidents involving employees have not been 
maintained, the records are complete as to 
fatal accidents and to total and permanent 
disability cases. For the 5-year period pre- 
ceding 1939 there was a total of 23 such 
cases, or an average of approximately 44 per 
year. For the five years since the off-the-job 


safety program has been intensified there 
have been seven cases, or an average of 
slightly less than 14 per year. This reduc. 
tion does indicate that progress is being 
made through a discussion of home, high- 
way, and public hazards at our group safety 

meetings. s 

There is no basis for comparison on in- 
juries suffered by the members of employees’ 
families, but we feel that information de. 
veloped through our safety meetings is be. 
ing passed on by employees to their families, 
and that wives and children are also profiting 
from off-the-job accident prevention ac- 
tivities. 

The article by Mr. Hightower closes 
with the interesting comment that a by- 
product of making off-the-job safety an 
integral part of the employees’ safety 
program is the effect on employer- 
employee relations. He says: 

. .. When the worker realizes that his com- 

pany is concerned with his welfare off the 

job, as well as on the job, he cannot help 

but be impressed by the fact that he is a 

partner in the enterprise, that he is helping 

to make the business go, and is sharing, too, 
in the benefits that result from an under- 
standing and coéperative partnership. 


The story outlined in this article, of 
the codrdination of occupational and off- 
the-job accident prevention in operation 
over a period of years, indicates a pro- 
gressive approach to employer relations 
and welfare, on the part of a business- 
managed public utility company. 

While the methods and policies de- 
scribed apply, in this instance, to a com- 
pany engaged in the natural gas business, 
they would appear to be equally adapt- 
able to electric, transit, telephone, or 
water utilities. 

—R. S.C. 





New Plan for Utility Appliance 
Financing Announced 


NEw plan for the financing of house- 

hold electric and gas appliances has 

been developed by The Chase National 
Bank of the City of New York. Reflect- 
ing the increased interest in indirect con- 
sumer financing by banks, the step is sig- 
nificant in that this large commercial 
bank is prepared to participate through 


operating utility companies in this type 
of business. 

Known as The Chase Confirmed In- 
stalment Paper Credit, the plan is avail- 
able to utilities throughout the nation. It 
is equally adaptable to companies which 
will sell merchandise directly and to com- 
panies which will codperate with dealers 
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“THE BEAVERS AROUND HERE POSSESS AMAZING SKILL!” 


by helping them to finance their sales of 
appliances. It possesses a great deal of 
timely interest because the desire of utili- 
ties to build postwar load coincides with 
the vast reservoir of pent-up demand of 
their customers for both replacements 
and new househoid appliances, the cost 
of which, it is estimated, will run into 
billions of dollars. 

The plan has been tailor-made to fit 
the requirements of most utility operat- 
ing companies. It is logical that such a 
plan was developed by the Chase, since 
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this bank has built up and maintained a 
completely integrated public utilities de- 
partment with operating engineers, law- 
yers, and statisticians, during the past 
fifteen years. For several years prior to 
World War II the Chase recognized the 
need for bank financing in the appliance 
field and it set up an organization to func- 
tion along conventional finance company 
lines, but made available lower cost 
money, as it recognized the high credit 
of utility companies. World War II, of 
course, put an end to these activities. 
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7 new Chase plan provides for the 
establishment of a credit under 
which the utility company may receive 
advances at its election up to a dollar 
amount specified in the credit. There is 
no commitment fee for the credit and 
there is no obligation on the part of the 
utility company to borrow. The credit 
specifies a rate of interest firm for a year 
to be paid on the actual funds borrowed. 
Borrowings under the credit are repay- 
able without penalty at the utility com- 
pany’s option. The utility company un- 
der this credit is required to hold its in- 
stalment paper unencumberéd in its port- 
folio and to make a monthly report to the 
bank, on a form provided, of the total 
amount of paper owned by it, with a 
statement that not less than a specified 
amount comprises qualifying paper, to- 
gether with a confirming statement of the 
amount owed to the bank under the 
credit. Qualifying instalment paper is 
defined under the credit to mean any evi- 
dence of indebtedness (conditional sales 
contract, lease, etc.) payable in not ex- 
ceeding forty-eight approximately equal 
monthly instalments, of which not more 
than two such monthly instalments are in 
arrears. 

The same monthly report provides a 
space for the utility company to apply for 
an advance, which within the limits of 
the credit may be for the face amount of 
its eligible paper held (including the 
finance surcharge). It makes no differ- 
ence to the bank whether such paper 
arises from the sale of merchandise by 
the utility company or whether the mer- 
chandise has been sold by dealers as long 
as the utility company owns the paper. 

There is no pledge of instalment paper 
by the utility company and the utility 
company is obligated to repay (except 
under termination of the credit) only 
when it is necessary to reduce the unpaid 
balance of the advance to the face amount 
of qualifying instalment paper owned by 
the company. Thus the credit remains in 
effect from month to month and may 


continue from year to year until ter. 
minated. 


N O promissory notes are required for 

advances. Until the credit is termi- 
nated, the company may elect to use all 
or any part of the funds available to it, 
but upon termination by either party the 
company has the right to elect the priv 
ilege of repaying its remaining balance 
due the bank in consecutive monthly in- 
stalments over a period not exceeding 
three years from such date of termina- 
tion, 

The Chase credit is automatically re- 
newable unless and until either the utility 
company or the bank gives notice of ter- 
mination as of any anniversary date. The 
conditions of the credit continue in force 
after termination for the period of re- 
payment except the right to apply for 
new advances. 

A great many utility executives believe 
that the utility company is the best judge 
of its customer’s credit and that the com- 
pany’s regular billing and collection de- 
partments can service the paper most 
economically. The acquisition of instal- 
ment paper, whether direct or through 
dealers, permits the company to exercise 
reasonable surveillance over the type and 
quality of appliances offered to its cus- 
tomers, and, since the company is primar- 
ily interested in maintaining satisfactory 
customer relationships and in promoting 
the sale of its services, it may direct its 
collection efforts with this in view. By 
reason of its recognized credit standing 
the company can obtain the necessary 
funds to carry this paper on a low-cost 
basis. It can obtain under the Chase plan 
not only the cash sales price of the ap- 
pliance, but the finance surcharge, it need 
not utilize any of its normal working 
capital, its ordinary credit line should not 
be curtailed, and with an adequate sur- 
charge it can obtain funds which should 
cover in advance all costs of billing and 
collection and losses arising through 
repossession. 





q “No industry or occupation exists in a vacuum. Changes in one important 


sector of an economy .. . are soon reflected in an ever 
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ing area.” 
—EpiToriaAL STATEMENT, 
The New York Times. 
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Property Records to Increase 


MERICA’s industries are likely to find 

merit in the use of physical prop- 

erty records in the near future. In fact, 

such records are likely, in many in- 

stances, to become an indispensable in- 
strument in a successful corporation. 

This is the conclusion reached by C. V. 
Armstrong, formerly research engineer 
for the Iowa Engineering Experiment 
Station, following an intensive study of 
property-record systems in use through- 
out the United States. 

Despite the prescription of property 
records by many regulatory bodies, little 
information concerning their worth or 
practicality has been available to the gen- 
eral public. 

It was to make such information avail- 
able that Armstrong’s study was under- 
taken. 

The engineer found that enterprises 
benefiting most from the use of property 
records are those which have a large in- 
vestment in physical property. Public 
utilities, which usually fall within this 
classification, are finding property-record 
systems particularly worth while. On the 
other hand, concerns which have rela- 
tively small property investments have 
less need for property records. 


feo cost of installing a system of 
A property records was found to vary 
with the type of business or industry, the 
size of the company, the nature of the 
property, the type and availability of the 
information recorded, and the experience 
of the recording staff. 

For an electric utility it was found that 
the cost of installation normally should 


not exceed one per cent of the original, 
investment in the property recorded. The 
initial installation should be materially 
lcwer for manufacturing concerns and 
other enterprises having their property 
investments concentrated in large units 
or small geographical areas, and when 
the records are established by experi- 
enced personnel operating under efficient 
management. 

It was found that the cost of installing 
and maintaining property records can be 
materially lowered, without unduly ham- 
pering their usefulness, if the property 
classification does not demand undue de- 
tail for minor units of group property 
for which the investment per unit of 
property is relatively low. 

The experience of companies who 
have property-record systems shows 
that property records can aid greatly in 
providing an understanding of the com- 
plexities and possibilities of the com- 
pany’s physical property. Such an un- 
derstanding is helpful in complying with 
governmental and special requirements 
with a minimum dislocation of industrial 
profits. 

Armstrong’s complete study, which 
includes an explanation of accounting 
techniques used by companies maintain- 
ing property records, plus detailed in- 
formation on their practical installation, 
has been incorporated into a bulletin re- 
cently published. Single copies of the 
bulletin, No. 160, “Industrial Property 
Records for Accounting and Valuation 
Uses,” may be obtained without charge 
from the Iowa Engineering Experiment 
Station, Iowa State College, Ames, Iowa. 





| . . there are still men who want to mix the ideas of individual liberty, 


responsibility, and equal opportunit 


Federal government, controlling a 


for all with the idea of a strong 


operating in the field of economics. 


That is as impossible as to ride a pair of horses going in opposite direc- 
tions. One idea is that the individuals can handle their own affairs better 
than the state, and the other is that only'an all-powerful state can handle 
the economic life of all the people. Those ideas won't mix.” 


—Joun M. Hancock, 
Economist. 
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President Truman Hedging on 
MVA?P 


HE effect of hard knocks in Congress on 

the proposed Missouri Valley Authority 
was seen in a statement sent by President Tru- 
man to the opening meeting last month of the 
National Reclamation Association in Denver, 
Colorado. Heretofore Truman has carried on 
the support of MVA inherited from his prede- 
cessor administration. But the surprise mes- 
sage, addressed to Ora Bundy, president of the 
association, showed signs that Truman is wilt- 
ing under the continued anti-MVA barrage in 
Congress. Truman said in part: 

“In a recent address at Gilbertsville, Ken- 
tucky, I pointed out that the underlying com- 
mon-sense principles of the Tennessee valley 
experiment could provide guidance and coun- 
sel to the people in other regions, who likewise 
aspire to put their resources to the greatest 
use; but I emphasized that the form such de- 
velopment will take in any region was for the 
people of that region to decide. .. . The key to 
success of any regional resource development 
will be found in how active codperation is or- 
ganized between the people of the region, their 
civic and commercial organizations, and local 
and Federal governments. TVA has demon- 
strated successfully one way in which this can 
be done. Another experiment in which four 
Federal agencies are participating—the War 
Department, Department of the Interior, De- 
partment of Agriculture, and the Federal 
Power Commission—is now making another 
demonstration. The manner in which these 
agencies work together, and at the same time 
work with local political units and private or- 
ganizations, will be watched closely.” 

The conclusion drawn from the Truman 
statement by those attending the Denver meet- 


ing—chiefs of the Bureau of Reclamation and. 


principal association delegates—was that the 
authority legislation is bound to be scuttled. 
Alban J. Parker, attorney general of Vermont 
and chairman of the Water Conservation Con- 
ference Continuing Committee (serving 29 
states), said: ““The statement is the President’s 
affirmation of the policy established by Con- 
gress in the present Flood Control and Rivers 
and Harbors acts.” 

Speakers at the Denver meeting, who vigor- 
ously attacked the authority idea, included 
Lachlan MacLeay, president of the Mississippi 
Valley Association; David J. Guy, head of the 
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U. S. Chamber of Commerce Natural Re. 
sources Department; and Ellwood J. Turner 
of Media, Pennsylvania, chairman of the 
Water Resources Committee of the Council of 
State Governments. 


Fight for Pipe-line Control 


oy over the proposed sale of the Big 
Inch and Little Inch oil pipe lines broke 
out on November 17th as opposing interests 
argued before a committee investigating petro- 
leum resources at Washington, D. C. 

Extending from east Texas oil fields to the 
New York area, the lines were built by the 
government at a total cost of $138,000,000 when 
German submarines were taking a heavy toll 
of tankers. 

Representatives of Texas oil and gas pro- 
ducers and a New Yorker disclosed plans to 
buy the pipe lines for use in moving natural 
gas rather than oil. Speakers for the coal in- 
dustry and railroads contended such plans 
would adversely affect as many as 2,500,000 
miners and railroad workers and members of 
their families. Gas would displace present de- 
mands for coal and railroads would have less 
tonnage to carry, they argued. 

D. Heywood Hardy, an attorney, stated that 
a group in Texas, headed by Harold Byrd, was 
ready to spend $20,000,000 immediately for es- 
tablishing booster stations to move gas from 
Texas fields to the New York and Philadelphia 
areas. The Texans were reported to have $100,- 
000,000 to put up for the purchase. 

Claude Williams, as a representative of 
Rogers Lacy of Longview, Texas, stated that 
Mr. Lacy, either as an individual or in coop- 
eration with other Texas oil and gas producers, 
was interested in purchasing the pipe lines to 
transport gas. He declared the intention of Mr. 
Lacy and his associates was to operate the pipe 
line as a public carrier and that they would 
make it available to independent and major 
producers alike. He disclaimed any intention 
of entering the gas distribution business in the 
East, asserting that would be left to existiny 
companies. 

Charles H. Smith of New York, a consult 
ing gas engineer, told the committee he was 
authorized to speak for a group of New York 
men who were interested in purchasing the 
pipe lines to transport gas to that section of 
country. He identified his associates as Dr. 
James Bonbright, member of the New York 
State Power Authority; C. Ross Holmes, for- 
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mer gas expert of the New York Public Serv- 
ie Commission; Dr. John Bauer, utility 
economist ; Paul Moses, engineering consultant 
for the city of New York; and Oscar S. Cox, 
a Washington attorney. 

Welly Hopkins, speaking for the United 
Mine Workers, declared that the Big Inch and 
Little Inch should be filled with oi! and shut 
of so they could be ready for prompt govern- 
ment use as oil carriers in event of an emer- 
gncy. He declared it was unwise economy to 
transport more fuel to an area where coal was 
abundant. 

J. M. Souby, general counsel for the Asso- 
ciation of American Railroads, cautioned the 
committee to look into effects the utilization of 
the pipe lines for gas would have on rail car- 
riers. 


Natural Gas Rates Reduced 


| 9 Federal Power Commission recently 
announced it had accepted new rate sched- 
ules filed on October 22, 1945, by Panhandle 
Eastern Pipe Line Company, Chicago, Illinois, 
which reduce its interstate wholesale natural 
gas rates by $5,110,000 in comparison with its 
gross operating revenues for the test year of 
1941. Owing to increased volume of sales since 
1941, it was estimated that this would effect a 
reduction of about $9,500,000 from 1944 bill- 
ings, or about 32 per cent. 

The new rates were filed in compliance with 
the commission’s order and opinion of Sep- 
tember 23, 1942, directing Panhandle to reduce 
its wholesale gas rates by not less than $5,094,- 
34 compared with 1941 revenues, which order 
was upheld by the United States Supreme 
Court on April 2, 1945. 

As the September, 1942, order directed Pan- 
handle to make the reduced rates effective on 


rates and those the company has continued to 
charge up to this time. Up to October 1, 1945, 
Panhandle and its subsidiaries had deposited 
with the custodian for the U, S. Circuit Court 
to be refunded to its customers in Indiana, 
lllinois, Kansas, Michigan, Missouri, Ohio, and 
Texas if the commission’s order was upheld 
by the courts. 


Reorganization Bill Passed 


{ fr Senate, with a voice vote, on Novem- 
ber 19th passed its bill to give the Presi- 
pent broad powers that he asked six months 


ent to conference with the House, which 
“opted similar legislation on October 4th. 

Neither bill is just what the Chief Execu- 
Wve sought, although the actions of both 
houses would give him a freer hand than was 
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recommended by the Senate’s Judiciary Com- 
mittee, which proposed that any presidential 
program could be vetoed by a majority vote of 
either house. Under both Senate and House 
bills, a reorganization plan would become ef- 
fective automatically in sixty days, unless both 
houses meanwhile invoked their veto right by 
concurrent resolution. 

This much of the plan seemed certain to sur- 
vive the conference, but the form much\ of the 
legislation would take ultimately remained in 
doubt. 

Both Senate and House insisted upon mak- 
ing exemptions in the cases of various quasi 
judicial agencies and other establishments, and 
between them they put seventeen on their 
“touch not” lists. 

The Senate on November 15th overrode its 
Judiciary Committee to vote President Tru- 
man a freer hand in reorganizing and stream- 
lining the war-swollen Federal establishment. 

Senator Tydings, Democrat of Maryland, 
had accused members who long had assailed 
bureaucracy, inefficiency, and waste of “scut- 
tling like a lot of rats” when oportunity came 
to make corrections. 

Giving the President a victory after a suc- 
cession of legislative setbacks, the Senate voted 
35 to 24, almost wholly along party lines, to 
follow the House-approved plan, under which 
the President’s reorganization programs would 
become effective automatically in sixty days 
unless vetoed meanwhile by both houses of 
Congress. This substitute for the Judiciary 
Committee recommendation that veto power 
be given to either house was sponsored by 
Senator Byrd of Virginia, chairman of the 
joint committee for reduction of nonessential 
Federal expenditures. 

Before taking this vote the Senate rejected, 
37 to 26, a Republican-sponsored substitute 
under which the President’s programs would 
have to receive congressional approval, in 
whole or in part, by concurrent resolution be- 
fore they would go into effect. 

Specifically, the bills in conference would 
exempt from presidential reorganization, in 
whole or in part, the following: Interstate 
Commerce Commission, Federal Communica- 
tions Commission, Federal Trade Commission, 
Securities and Exchange Commission, United 
States Tariff Commission, Federal Power 
Commission, Federal Deposit Insurance Cor- 
poration, Federal Land Bank System, National 
Mediation Board, National Railroad Readjust- 
ment Board, Railroad Retirement Board, Civil 
Service Commission, Veterans Administra- 
tion, United States Maritime Commission, 
the municipal government of the District of 
Columbia, and General Accounting Office. 


Supreme Court Hears Case 


HE fate of public utility holding firms un- 
der the “death sentence” clause of the 1935 
Public Utility Holding Company Act was 
taken under consideration on November 15th 
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by the United States Supreme Court. 

The tribunal began consideration of the issue 
after hearing arguments on an appeal by the 
North American Company from an order by 
the Securities and Exchange Commission. The 
firm was told by the SEC to divest itself of all 
but one of its utility systems. 

‘Charles E. Hughes, Jr., company attorney 
and son of the retired Chief Justice, argued 
that the ownership by one corporation of se- 
curities of other corporations in itself is not 
interstate or intrastate commerce. 

“The right to own or retain the ownership 
of property is characteristically a matter gov- 
erned by the laws of the states, with which the 
Federal government has no concern,” he as- 
serted. 

Solicitor General J. Howard McGrath, re- 
cently appointed by President Truman, made 
his first argument before the high tribunal in 
replying to Hughes. 

“The North American system,” McGrath 
said, “consists of 80 different companies 
stretched across the United States, some of 
them holding companies themselves. The com- 
panies operate in 17 states and serve 3,000,000 
customers.” 

“How can North American say it is not en- 
gaged in interstate commerce, when every 
physical act company officials perform is done 
outside of New York?” McGrath asked. 

“Their securities are sold all over the United 
States,” the solicitor general added, “they are 
engaged in the sale of a product across state 
lines, no different from the sale of any other 
commodity in interstate commerce.” 

Only six justices heard the case, Justices 
Douglas, Jackson, and Reed having disquali- 
fied themselves. North American appealed to 
the high court almost three years ago, but con- 
sideration has been delayed because of lack of 
a legal quorum of six judges. 


SEC Issues Tax Accounting 
Critique 


FTER giving “extensive consideration” to 
the views of professional organizations, 
accountants, registrants, and others, the Se- 
curities and Exchange Commission on No- 
vember 14th handed down a 34-page opinion 
giving its conclusions regarding so-called 
“charges in lieu of income taxes” and “pro- 
visions for income taxes” in profit and loss 
statements. 

In its conclusions, the commission asserted 
that “the proper function of income statements 
presenting the results of operations is to pre- 
sent an accurate historical record. On this 
basis, it is evident that the items included 
therein should clearly and accurately reflect 
only actual operations.” 

“It is accordingly our view,” the opinion 
continued, ‘‘that the amounts shown should be 
in accordance with the historical facts and 
should not be altered to reflect amounts that 
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the draftsman considers to be ‘normal,’ or like. 
ly to recur in future years.” 

Referring to the treatment of “tax savings,” 
which it said are really “tax reductions,” in- 
tended to reflect the actual results of past op- 
erations, the commission declared that they re. 
sult because certain costs or expenses which 
are deducted in computing the amount of in. 
come taxes actually payable are not also 
treated as charges against income in the cur. 
rent income account. 

Stating its conclusions on the treatment of 
income taxes in “adjusted” and “pro forma” 
statements designed to give effect to certain 
proposed transactions, the commission said: 

“In our opinion financial accounting is essen- 
tially historical in nature—it consists of an 
accounting for costs that have actually been 
incurred by the business and for the revenues 
that have been actually derived from the busi- 
ness . .. financial accounting is in our opinion 
concerned with what did happen, not with what 
might have happened ‘had conditions been dif- 
ferent, and it does not attempt to forecast the 
future even though it supplies much of the 
material used in making such a forecast.” 


FEPC Wili Close Offices 


HE Fair Employment Practices Commit- 
tee on November 14th announced that 
shortage of funds would force the closing of 
seven field offices on December 15th. 
Chairman Malcolm Ross said FEPC offices 
in New York, Philadelphia, Atlanta, San 
Francisco, San Antonio, Los Angeles, and 
Washington would close. Those in Detroit, 
Chicago, and St. Louis will continue operating. 


Stock Reductions Proposed 


HE United Corporation, Wilmington, 
Delaware, on November 15th filed with 
the Securities and Exchange Commission an 
application for authority to reduce its author- 
ized no par value common stock from 24,000,- 
000 to 18,261,551 shares of $1 par value, and 
to reduce its authorized preference stock from 
5,000,000 to 1,214,700 shares of $5 par value. 
United advised the commission that it de- 
sired to consummate the proposed transaction 
because the “change to par value stock would 
substantially reduce the amount of the de- 
clarant’s liability to the state of New York for 
any additional license fee in the event that 
declarant opens an office in that state.” At 
resent, the corporation stated, its management 
follows it will be advantageous for United to 
open an office in New York city as soon as 
possible. 
Likewise, the applicant stated, the change to 
a par value stock would reduce the amount of 
the Federal stamp tax payable by a stock- 
holder on a sale of transfer of stock, and 
roposed reduction in the number of author- 
ized shares of stock and Sa change 
to par value stock would “ le the declarant 
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to effect a substantial reduction in the amount 
of the annual franchise tax assessed by the 
state of Delaware.” 

If the SEC approves the program, the num- 
ber of common shares will, be the same as the 
number now outstanding plus the number held 
subject to outstanding option warrants, and 
the number of preference shares will be the 
same as the number of shares of $3 cumula- 
tive preference stock now outstanding. On the 
other hand, United said, the program would 
not change the voting rights of holders of its 
securities. 


ATA Executive Manager 
Named 


uy C. Hecker has been named executive 

manager of the American Transit Asso- 
cation and Arthur W. Baker has been ap- 
pointed general secretary, it was announced 
last month after a meeting of directors. A 
member of the staff for the last sixteen years, 
Mr. Hecker succeeds to the position left va- 
cant by the late Charles Gordon. 

Mr. Baker joined the association in 1925. 


Regional Groups Urge Larger 
Federal Loan Bill 


Aumere meeting of the National Rural 
Electric Codperative Association held in 
Chicago on November 7th urged passage of a 
bill now before Congress that would make 
$585,000,000 available for rurai electrification 
projects and protested against removal of the 
Rural Electrification Administration from St. 
Louis to Washington, D. C. 

A resolution adopted by association dele- 
gates from Illinois, Iowa ,and Wisconsin, and 
sent to Congressmen of the three states, sought 
approval of the bill, introduced by Representa- 
tive Poage, Democrat of Texas, and recom- 
mended that thé measure be amended to pro- 
vide “at least $250,000,000 a year for three 
years in the form of loans from the RFC to 
the Rural Electrification Administration.” 

E. J. Stoneman of Platteville, Wisconsin, 
national president of the association, described 
asa “complete misrepresentation of facts,” the 
contention of power interests opposing the 
measures that the unexpended $300,000, 
now in the hands of codperatives “would fin- 
ish the country’s rural electrification job.” 

The resolution protesting movement of the 

EA to Washington said 70 per cent of the 
country’s codperatives were within 450 miles 
of St. Louis where it was “wisely” moved in 
1942. The resolution said the move would “re- 
tard” the rural electrification program and 
would result in greater expense due to in- 
creased travel. 

legates from four states, meeting at 
Nashville, Tennessee, on November 12th, also 
urged immediate passage of an enlarged Fed- 
tral loan program for REA. The group, com- 
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posed of representatives from 14 codperatives 
in Mississippi, 11 in Kentucky, 6 in Alabama, 
and 3 in Tennessee, asked House passage of 
the Poage Bill. It asked, however, that the bill 
be enlarged to provide $100,000,000 between 
next January Ist and July Ist, and $250,000,- 
000 a year for the next three fiscal years fol- 
lowing. 

Clyde Ellis, executive manager for the 
NRECA, said that without the additional aid 
coéperatives in 21 states, including Kentucky, 
Alabama, and Tennessee, would be without ex- 
pansion funds after January Ist. 

Ellis charged that “power companies,” which 
he said have been organized into an association 
with headquarters at Washington, “have just 
finished one of the most unfortunate and 
damning lines of testimony” in opposition to 
the bill before the House Interstate and For- 
eign Commerce Committee. 

“This is the first time the power companies 
have organized and presented a solid front 
against the REA program,” he said. “They’re 
coming in there to ask Congress that it not do 
for the farmer what they themselves have re- 
fused to do for fifty years.” 

Art Gerth, St. Louis, chief of the REA ap- 
plications and loans division, also urged pas- 
sage of the measure, declaring that only 30 per 
cent of the third district’s rural area is elec- 
trified and that in some states REA can fill 
only one-third of the requests for expansion 
loans. 

Gerth said “a most critical item” in expan- 
sion plans is a shortage of poles, 3,000,000 of 
which will be needed each year for three or 
four years. That is more than 1,000,000 poles 
beyond peak prewar production, he said. 


Britain to Nationalize Utilities 


Ba political writers recently reported a 
Labor government decision to nationalize 
the transport, gas, electric, iron, steel, and en- 
gineering industries and to limit public invest- 
ment in the luxury trades. 

At the same time, the Daily Sketch warned 
editorially that as a result of the socialist doc- 
trine of nationalization workers seem certain 
to lose their liberties altogether. Others fore- 
saw complete state control by the government. 

The pending bill to control investments 
which would refuse licenses to firms not con- 
sidered helpful to Britain’s general trade pic- 
ture apparently was designed to favor the 
heavier but less profitable industries, it was 
said. 


French Ask Nationalization 


2 dominant left-wing bloc in France’s 
Constitutent Assembly on November 6th 
demanded sweeping nationalization of the na- 
tion’s key enterprises as the newly elected body 
took over the reins of government from Gen- 
eral de Gaulle. 

The demands were part of a broad program 
circulated at the initial session of the assembly 
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by the Communist and Socialist parties, which 
control a majority of the delegates. 

The program called for labor sharing in in- 
dustrial management, government-controlled 
foreign trade, progressive emancipation for 
natives of France’s empire, an uncensored 
press controlling its own news agency, and 
closer collaboration among the major Allied 
powers. 

Enterprises which would be nationalized in- 


clude the Bank of France and the larger credit 
institutions, such as deposit and insurance 
banks and insurance companies; gas and elec- 
tric utilities ; the merchant marine, coal mines, 
and steel; the manufacture of lighter metals, 
liquid air, cement, explosives, sodium, and 
most fertilizers ; and the importation and trans- 
portation of liquid fuels. 

The proposed steps would go beyond the na- 
tionalization program of Great Britain. 


California 


Chamber Hits ““TVA” Plan 


HE board of directors of the California 

State Chamber of Commerce recently 
went on record as vigorously opposing any 
Federal legislation seeking to create a Federal 
authority, similar to the Tennessee Valley Au- 
thority, in California. 

Carl F. Wente, chairman of the chamber’s 
statewide water resources committee, asserted 
that the “issues raised by the several measures 
pending in Congress resolve into this question : 

“Shall the Constitution of the United States 
and the form of government established and 
maintained under it prevail, or shall the Con- 
stitution become a subterfuge for centraliza- 
tion of power in the Federal government to 
effectuate a planned economy ?” 

The chamber said it was seeking early com- 
pletion of the Central Valley project and re- 
turn of its control and management to the state 
of California. 

Opposition to creation of a Federal au- 
thority to supersede the state in administra- 


tion and control of the water resources of 
California’s valleys is based on grounds that 
vested water rights would be subject to con- 
demnation, that Federal authorities “are a dan- 
gerous welding of economic control and politi. 
cal power which threaten interference in so- 
cial and cultural activities; that no proposed 
Federal authority is answerable to Congress for 
expenditure of its revenue.” 

The chamber said that various bills pending 
in Congress seek creation of Federal regional 
authorities. One, the chamber said, would 
blanket the 48 sovereign states within 9 conser- 
vation authorities. 

“No one is as much interested in the Cen- 
tral valley’s prosperity and standard of living 
as are the people and government of Califor- 
nia,” the chamber declared. 

“‘Why surrender these to the Federal gov- 
ernment?” 

The chamber said it believes “California is 
being pushed rapidly into the orbit of TVA 
social planning, with loss of state’s rights and 
rights of private enterprise.” 


Georgia 


Air-conditioned Trolleys 


Giomemns operation of the first air-condi- 
tioned trackless trolley in Atlanta over a 
3-month period has resulted in the Georgia 
Power Company placing orders for 30 more 
electric trolley coaches equipped with air con- 
ditioning and 70 more such vehicles which 
may be easily converted on short notice. 

Last summer the transit company installed 
air conditioning on one of its trolley coaches 
on an experimental basis—the first air-condi- 
tioned vehicle ever used in urban transporta- 


tion service. Air conditioning had been used 
extensively in railroad passenger cars and to 
a limited extent in intercity busses, but never 
before in city transportation service. A survey 
conducted by the company in the form of a 
questionnaire distributed among passengers 
following the installation of equipment last 
summer showed the innovation to be extreme- 
ly popular. : 

Of the more than 45,000 questionnaires dis- 
tributed among riders, 9,531 were returned. 
this number, 96 per cent of the riders found 
that air conditioning improved comfort. 


we 
Kentucky 


mission on November 14th ordered the Louis- 
ville Gas & Electric Company and 15 other pri- 
vately owned utilities operating in Kentucky to 
show cause by December 4th why their rates 


Show-cause Order Issued 


N ow that Congress has sepenied the excess 
profits tax, the state public service com- 
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should not be reduced to correspond with ex- each company for the payment of any excess 
cess profits taxes paid in 1944. profit tax, and all amounts, if any, which the 

The commission at the time had under sub- company is entitled to receive back in the form 
mission a suit by Mayor Wilson W. Wyatt of of payment or credit on account of any excess 
Louisville to compel LG&E to reduce rates profit tax heretofore paid by it.” 
commensurate with $2,927,096 excess profits The order continued: “It is further ordered 
taxes alleged to have been paid the Federal by the commission that on or before said date 
government in 1944, each of the above-named utilities shall show 

Asked what effect, if any, the commission’s cause to the commission why a reduction in 
recent order would have on the LG&E Case, _ their rates, in the form of revised schedules, or 
Chairman Thomas B. McGregor replied: rate reductions by the refund method, shall not 
“Well, the main point in the show-cause order _ be filed with the commission by reason of the 
is the main point in the case under submission.” repeal of the excess profit tax law.” 

Two other —— — —— the 
show-cause order are Louisville ilway 
Company and Southern Bell Telephone & Gas Merger Approved 
Telegraph Company. HE state public service commission on No- 

McGregor said that between $4,500,000 and vember 13th approved the Owensboro and 
$5,000,000 in 1944 excess profits taxes can be Western Kentucky Gas companies’ consolida- 
identified in annual reports to the commission _ tion. Officials of the companies hailed the move 
as having been paid to the Federal Treasury as “very logical,” claiming it would: 
in 1944. The actual total is substantially larger, 1. Reduce the bonded debt of both firms. 
he said, because some of the utilities operating 2. Result in more economical operation. 
in Kentucky combine their reports with out- 3. Eliminate operation in overlapping terri- 
of-state units of the same system. tory. 

The other 13 utilities covered by the order The commission permitted Western to ac- 
are: Kentucky Utilities Company, Lexington; quire all assets of Owensboro, effective No- 
Kentucky & West Virginia Power Company, vember Ist, and to refinance the combined 
Ashland; Union Light, Heat & Power Com- firms at a saving of $61,000. 
pany, Covington; Community Public Service W. T. Stevenson, who held controlling stock 
Company, Winchester; Lexington Water in the two gas companies, testified the consoli- 
Company, Lexington; Central Kentucky Nat- dated company would issue 27,000 shares of 
ural Gas Company, Lexington; Frankfort common stock and $850,000 in 4 per cent, 20- 
Kentucky Natural Gas Company, Frankfort; year first mortgage bonds on the combined 
Owensboro Gas Company, Owensboro; West _ properties. 

Kentucky Natural Gas Company, Owensboro; Under the merger, retail rates will remain 
Ashland Home Telephone Company, Ashland; the same. 

Continental Telephone Company, Cookeville, The new firm, to operate as Western Ken- 
Tennessee; Lexington Telephone Company, tucky Gas Company, will serve about 16,000 
Lexington; Northeastern Telephone Company, retail customers in about 35 communities. 
Augusta. Stevenson and Carroll F. Byron, attorney, 

Each company, the order stated, shall re- said that with the issuance of new stock and 
port on or before December 4th “the amount bonds, the company also will cancel $75,000 in 
of excess profit taxes paid, if any, under its Owensboro preferred stock owned by Western 
last Federal tax report, together with the and will issue to Western common stock in an 
amount now accrued, if any, on the books of equal amount. 


* 


Maryland 


Quits PSC Position ber 10th, Mr. LeViness said his action was 
“prompted solely by a desire to devote all of 
T# resignation of Charles T. LeViness, as my time to the private practice of law with 
general counsel of the state public service my firm.” He asked that the resignation be- 
commission, was confirmed recently by Gov- come effective today “‘or as soon thereafter as 
ernor O’Conor, who temporarily withheld a successor shall have been appointed.” 
comment or any announcement as to a suc- The retiring general counsel, appointed in 
cessor. June, 1944, told Governor O’Conor that he felt 
At the same time, officials of the Pennsyl- he had completed the major part of the work 
vania Railroad announced the appointment of to which he had been assigned with the con- 
Mr, LeViness as the company’s legal counsel clusion of the hearings on the rates of the Con- 
for the city of Baltimore and for Charles and _ solidated Gas, Electric Light & Power Com- 
Anne Arundel counties, the appointment to be- pany a few weeks ago, and that he believed he 
come effective November 16th. was leaving the field “fairly clear for my suc- 
In his letter of resignation, written Novem- cessor.” 
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Michigan 


Gas Bills Cut 


by Michigan Consolidated Gas Company, 
a subsidiary of the American Light & 
Traction Company, on November 15th an- 
nounced that a reduction of $3,961,000 annual- 
ly had been effected in the Detroit area for 
some 490,000 gas customers. It said the new 
rate cut average monthly gas bills about 20 
per cent and would save the average small do- 
mestic consumer more than $7 a year. 

In addition to the $3,961,000 annual savings, 
the company’s customers in Detroit will share 
in distribution of $11,000,000 impounded since 
1942. A hearing on methods of distributing this 
fund was scheduled for the following week. 

Announcing approval by the state public 
service commission, William J. McBrearty, 
commission chairman, expressed gratification 
that the reduction was made without litigation. 

The state commission, in approving the new 
rates for the Detroit area, also sanctioned a cut 
of $55,760 a year for 10,574 customers in the 
company’s Ann Arbor district. 

Simultaneously, McBrearty served notice on 
the pipe-line company that it had no authority 
to sell natural gas direct to the Ford Motor 


Company or any other industrial user without 
approval from the state commission. 


Gets Top DSR Job 


Ras A. Sutiivan, 35-year-old Detroit 
utility rate expert, became the new gen- 
eral manager of the Detroit Street Railway 
last month. The DSR commission announced 
the appointment at its regular meeting. Suili- 
van succeeded William S. Bullock, who 
stepped back to his civil service position of 
general superintendent of transportation. 
Sullivan came to Detroit in May, 1942, when 
he led a competitive examination for the %, 
000-a-year post as the city’s public utility rate 
analyst. His work as the city’s rate expert at- 
tracted Mayor Jeffries, who approved an in- 
crease to $7,500 in his pay as rate analyst and 
also designated him for an additional $5,000 
job as special financial consultant for the DSR. 
His pay as general manager will be $16,500. 
Sullivan is generally credited at the DSR for 
pushing the inauguration of express bus lines 
and for the decision to meet increasing pay- 
roll costs by a shift to one-man operation of 
streetcars and a switch to larger busses. 


Missouri 


MVA Target 


CO to creation of a Missouri Valley 
Authority as proposed in the Murray Bill 
pending in Congress was expressed at Jeffer- 


son City on November 10th in resolutions 
adopted at the annual meeting of the Missouri 
Farm Bureau Federation. 

Development of the Missouri river, and con- 
struction of flood-control projects, as detailed 
in the Pick plan and directed by the Army En- 
gineers, was favored by the organization. 

Flood control was recognized by the group 
as the basic problem and the organization rec- 
ommended that work of that type take prece- 
dence over power development and navigation. 
The resolution called upon the American Farm 
Bureau Federation to support appropriations 
and supplementary legislation necessary to 
start prompt action on flood-control works. 

In its stand, the federation took an opposite 


view on the river development problem than 
the position of the Missouri Farmers Associa- 
tion, another major agricultural organization 
operating in the state. The Missouri Farmers 
Association has endorsed the principles of the 
MVA and its officers have been active in pro- 
moting sentiment in favor of the Murray Bill. 


Natural Gas Cost Cut 


A= reduction of $450,000 a year for nat- 
ural gas sold to Laclede Gas Light Com- 
pany by Mississippi River Fuel Corporation 
was ordered last month by the Federal Power 
Commission. This was expected to be passed 
on to the approximately 160,000 domestic cus- 
tomers of Laclede. 

Whether the rate cut would enable Laclede 
to change from its supply of mixed natural 
and manufactured gas for general consump- 
tion in St. Louis had not been determined. 


New York 


Transit Project Approved 


fe New York city board of estimate ap- 
proved on November 15th a contract made 
by the board of transportation with the J. G. 
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White Engineering Corporation for designing 
and supervising an $8,000,000 modernizing 
improving project on the near-obsolete ey 
ninth street electric power plant of the IRT. 
It will require three years to complete the 
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THE MARCH OF EVENTS 


job, which is the first step in a $100,000,000 
program for streamlining and modernization 
of all power facilities of the IRT and BMT 
divisions of the city system, with the Fifty- 
ninth street and Seventy-fourth street plants 


of the IRT linked by tie-lines with the Wil- 
liamsburg plant of the BMT. 

Under the contract, J. G. White Engineer- 
ing Corporation will receive fees and other 
payments not to exceed a total of $390,000. 


North Carolina 


To Build Plant Addition 


HE Duke Power Company will build a $,- 
500,000 addition to its steam plant at Cliff- 
side, near Shelby, according to Charles I. 
Burkholder, vice president and chief engineer 


of the company. Construction will begin next 
year to have the plant ready for operation by 
January 1, 1948. 

Twelve homes will be built in Cliffside Vil- 
lage to take care of extra workers at the en- 
larged plant. 


¥* 
Ohio 


Gas Sale Report Ordered 


— a deadline of December Ist, the 
Akron city council on November 13th 
served notice on the East Ohio Gas Company 
that it expected a written report on natural gas 
bought from the Panhandle Eastern Pipe Line 
Company and resold to Akron consumers. 

Council acted under § 14 of the city’s con- 
tract ordinance. 


This clause, inserted in the rate ordinance 
approved ‘October 1, 1942, gives Akron the 
right to reopen contract negotiations immedi- 
ately after more Panhandle gas is available in 
the city. It also provides users shall benefit 
from lowered wholesale gas costs. 

Council was said to be proceeding under the 
Federal Power Commission’s decision grant- 
ing East Ohio a $2,000,000 refund from Pan- 
handle. 


Pennsylvania 


GI Taxi Group Blames 
Opposition 


prays PacKMAN, counsel for the GI Taxi- 
! cab Association, which is seeking a fran- 
chise to operate in Philadelphia, told the state 
public utility commission recently “our oppo- 


” 


nt” used “financial influence” to intimidate 
witnesses to keep them from appearing in be- 
f of the association. 


The association, which proposes to employ 
300 ex-servicemen, maintains that the Yellow 
Cab Company in Philadelphia constitutes a 
monopoly. 

Packman told the commission examiner, 
“people, while hesitant to testify in our behalf, 
have told us that they would appear and then 
a few days later, as if by some miracle, they 
turned against us.” 

“The financial influence of our opponent,” 
he said, “has reached out beyond the bounds.” 


Wisconsin 


Power Plan Approved 


T= city of Hartford last month won state 
public service commission approval of its 
plan to increase electric power facilities of its 
municipally owned plant. 

The commission, which had demanded that 
Hartford offer adequate service, extended the 
time the city has to put the increase into effect 
and authorized the municipality to purchase 
and install a $30,000 generating unit. 

Hartford previously had been ordered to 
Provide additional capacity by November 8th. 

nder the commission’s recent action, it has 
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until January 15, 1946, to get the 1,000-kilo- 
watt unit into use. 

The commission decision ended a contro- 
versy on steps to be taken by Hartford to ob- 
tain extra power. The commission, on Octo- 
ber 8th, found the present power plant had 
failed to give consumers enough service and 
presented an “imminent danger” to health and 
property. Complaints had been filed by the 
Hartford Chamber of Commerce after a 
power failure in September. 

The Hartford city council had proposed 
tapping the Wisconsin Gas & Electric Com- 
pany high line for extra electricity. 
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The Latest 
Utility Rulings 


Commission Divides Territory between Public 
Utility Companies 


be Arizona commission is of the 
opinion that it has constitutional and 
statutory authority to apportion territory 
between utilities. The commission made 
this ruling in a case where Arizona Edi- 
son Company, Inc., had filed a complaint 
against the California Electric Power 
Company, alleging that the latter com- 
pany was a foreign corporation unlaw- 
fully engaged in business in Arizona and 
that it had extended its lines and system 
so as to interfere with the system of 
Arizona Edison. It was further alleged 
that California Electric had extended its 
lines in direct competition in violation of 
decision in Re California Electric Power 
Co. (Ariz 1944) 55 PUR(NS) 247. 

Arizona Edison distributes domestic 
water and gas in addition to its electric 
utility business. Its main distribution 
system and lines are in the metropolitan 
area of Yuma while the main distribu- 
tion system of California Electric is gen- 
erally in the agricultural areas to the 
south and east of Yuma. The Edison 
Company is hemmed in on the north and 
west by the California state line. 

Under these circumstances the com- 
mission deemed it proper to apportion 
the territory involved between the two 
utilities. The line of cleavage, it was said, 
must be definitely and clearly drawn so 
that further conflict and competition 
might be avoided and so that each utility 
might serve, as efficiently and econom- 
ically as possible, the area within which 
it is to be responsible for the public com- 
fort and convenience. The commission 
said: 

We recognize that this may require some 
rearranging of lines and services but we are 
of the fixed and firm opinion that the public 
good will be best served thereby in the long 
run. And, of course, adequate provision can 
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and must be made for fair compensation for 
any losses suffered by either company. Un- 
less this is done a definite line cannot be 
clearly fixed leaving reasonable room for a 
fair share of the expected growth of the 
area to Arizona Edison. Any division which 
does not achieve this result can only hurt 
Yuma and the area, 


In making its determination the com- 
mission gave some consideration to the 
action of the voters of Yuma in rejecting 
an application of the California Electric 
Power Company for permission to oc- 
cupy city streets. It was said that the 
statutory requirements of certificates of 
convenience and necessity indicated that 
such a franchise is a prerequisite to the 
right of a utility to receive commission 
sanction to occupy a territory. 

The commission realized that techni- 
cally perhaps Arizona Edison should not 
be required to pay the value of physical 
properties of the other company and of 
its services within the city, since the com- 
pany must remove most of such proper- 
ties and services because it has no fran- 
chise. The commission believed, however, 
that the public good would be best served 
by making certain that there would be no 
waste in the abandoning of these services 
and that the California Electric Power 
Company be allowed and paid fair com- 
pensation for such services as it had de- 
veloped in the area. It might, if it so 
elects, remove its properties, for the 
commission would not require that it sell 
the properties contrary to its desire. 

The commission further held that there 
had been a violation of the law by reason 
of service rendered by California Elec- 
tric to an industry in the city. A utility 
and a user of service may not evade the 
law through the device of the construc- 
tion of a line by the user to the system 
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of the competing utility. If this could 
be done, the commission said, the entire 
structure of utility regulation could be 


circumvented and broken down. Re 
Arizona Edison Co., Inc. (Docket No. 
9751-E-993, Decision No. 15860). 


e 


Telephone Service Denial Not Justified by 
Suspicion of Illegal Use 


HE Missouri commission, although 

holding that it had jurisdiction to 
authorize a telephone company to discon- 
tinue service used for an unlawful pur- 
pose, refused to permit such discontinu- 
ance in the absence of substantial evi- 
dence that a subscriber was knowingly 
using service for an unlawful purpose. 
The evidence offered by the telephone 
company created “a strong suspicion of 
bookmaking.” However, said the com- 
mission, its suspicions did not constitute 
that substantial evidence upon which its 
finding must be based. 

The commission, in order to say that 
the service was being used for the pur- 
pose of receiving or placing bets upon 
horse races, would have to pile an infer- 
ence on an inference and draw the con- 
clusion that service was being used for an 
unlawful purpose by inferring such fact 
from its inference that a certain person 
was a bookmaker. As to the complaining 
subscriber, Pioneer News Service, Inc., 
in order to find its use of service unlaw- 
ful, the commission would not only have 
to infer that such person or other cus- 
tomers of the complainant were making 
books on horse races, but it would have 
to infer again from that inference that 
the complainant had knowledge of such 
betting and was knowingly using its tele- 
phone lines in the furtherance of that un- 
lawful occupation. 

It is Hornbook Law, said the commis- 
sion, that a fact- finding body cannot ar- 
rive at a conclusion of fact by basing one 


inference upon another inference. The 
commission continued with the following 
statement : 

We have searched the law books to find 
some precedent by which we could determine 
whether or not the mere furnishing or re- 
ceiving of information concerning horse rac- 
ing or other sports, which is all the evidence 
before us shows complainant is doing, could 
be considered gambling and a violation of the 
criminal-laws. 

We have searched the Missouri statutes 
and find no law prohibiting horse racing, 
neither do we find any law saying that the 
dissemination of racing information is un- 
lawful. 


Commissioner Wilson, in a dissenting 
opinion, declared that the commission is 
without jurisdiction to determine whether 
a crime has been committed. In view of 
the circumstances shown in evidence, 
there appeared to be some ground for the 
telephone company’s apprehension that it 
might subject itself to criminal liability 
and prosecution. In view of the testi- 
mony and the fact that the public policy 
of the state is against gambling, the dis- 
senting commissioner did not think the 
commission, a department of the state 
government, should order the telephone 
company to continue service to the com- 
plainant, nor could the commission make 
a finding that the complainant was violat- 
ing the criminal law. It was said that the 
complaint should be dismissed and the 
parties should try the issue in court. 
Pioneer News Service, Inc. v. South- 
western Bell Telephone Co. (Case No. 
10,652). 


e 


Court Upholds Dismissal of Application for 
License without State Permit 


HE order of the Federal Power 
Commission, in Re First Iowa 


803 


Hydro-Electric Co-op (1944) 52 PUR- 
(NS) 82, dismissing an application for 
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authority to construct and operate a 
power development in Iowa has been af- 
firmed by the United States Court of Ap- 
peals for the District of Columbia. The 
commission had dismissed the applica- 
tion because the applicant failed to make 
the showing required by § 9(b) of the 
Federal Power Act that it had complied 
with state laws. 

The applicant contended in the alterna- 
tive (1) that no applicable Iowa law re- 
quired one in its position to secure a per- 
mit, and (2) that if the Iowa law meant 
what its officials contended, then the law 
was unconstitutional and compliance 
could not be required. 

In support of its first proposition the 
applicant said that the Iowa Code sections 
relied upon by the commission were not 
state laws contemplated by § 9(b) be- 
cause by their very terms the authority 
of the state executive council was limited 
to waters of the state, and because they 
did not prohibit diversion of water for 
power purposes, but only for industrial 
purposes. Conceivably, said the court, 
Iowa might say that its legislature in- 
tended to speak only of waters navigable 
according to state classification, although 
not navigable under Federal classifica- 
tion. The court continued : 


While this is a possible interpretation and 
one which the state might adopt concerning 
the streams here involved—especially if it 
were necessary to do so in order to avoid the 
challenge of unconstitutionality—we are un- 
able to adopt it, in the absence of a decision 
to that effect by the Iowa courts. 


The court, after rejecting the first con- 
tention, made the further ruling that the 
statute was constitutional. The jurisdic- 
tion of the Federal government over nav- 
igable streams, in so far as the licensing 
of power projects is concerned, is not, 


according to the court, exclusive in nature 
and requiring a uniform rule of regula 
tion excluding state regulatory legisla 
tion. A state may legislate concerning 
local matters which Congress could havg 
covered but did not in regulating related 
matters, and where the Federal law a 

thorizes such action the action is per 
missible even as to matters which could 
otherwise be regulated only by uniform 
national enactments. 

Congress, in enacting the Feder 
Power Act, did not intend that the Fed 
eral government should occupy the field 
completely or that the state should bg 
excluded. On the contrary, said the 
court, the act contemplates a dual syste 
of control and the exercise of appropriate 
powers by both governments. This was 
said to be the plain purpose of § 9 of the 
act, which requires submission to the 
Federal Power Commission of satisfac 
tory evidence that an applicant for : 
license has complied with state laws. 

An applicant for a license under su 
circumstances, the court continued, is i 
no position to challenge an order of th 
Federal Power Commission denying 
license for failure to meet state require- 
ments until it has first applied for a state 
permit and pursued such remedies as may 
be available in the state to establish its 
right to issuance of the permit. 

Aside from any other reasons for up- 
holding the commission order, it was 
noted that the applicant had failed to ap 
ply for a permit required under a state 
statute relating to the flooding of high- 
ways. 

This alone, it was said, would bea 
sufficient ground for denying the applic 
tion. First Iowa Hydro-Electric Co-op 
v. Federal Power Commission, 151 
F (2d) 20. 


e 


Provision for Stockholder Approval Eliminated 
From Recapitalization Plan 


HE Securities and Exchange Com- 
mission has modified its order ap- 
proving the recapitalization of Common- 
wealth & Southern Corporation by elim- 
inating the provision for a vote of stock- 
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holders. The commission, in Re Con- 
monwealth & Southern Corp. (1945) 9 
PUR(NS) 65, had exercised its discre 
tion in approving this provision, although 
it was observed that such a vote is not re 
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quired under the Holding Company Act. 
At that time it was also stipulated that 
the decision to approve the provision 
should not mean that the commission 
might not later proceed, if necessary, to 
enforce the plan without stockholder ap- 
proval. Subsequent delays prompted this 
action. 

Representatives of various security 
holders and representatives of the com- 
pany had been unable to reach an agree- 
ment on any important factor involved 
in holding the meeting and voting. Ex- 
ceptions had been filed with the commis- 
sion raising issues concerning such mat- 
ters as the form and solicitation of 
proxies, the accuracy and fairness of 
statements contained in solicitation ma- 
terial, the existence and composition of 
a proxy committee to tabulate and vote 
the proxies. Counsel for common stock- 
holders opposing the plan had challenged 


= 


the propriety of any voting on the plan 
prior to determination of proceedings 
which they had instituted in the circuit 
court of appeals seeking review of the 
commission order approving the plan. 
The court proceedings had been dis- 
missed on the ground that review prior 
to the conclusion of enforcement pro- 
ceedings in the district court was prema- 
ture. Lownsbury v. Securities and Ex- 
change Commission (1945) 60 PUR- 
(NS) 246. 

Although the commission noted the 
specific conflicts existing in the case, it 
said that its purpose in doing so was to 
relate them to the standard of the act 
calling for expeditious compliance. The 
delay, and not the cross-currents of dis- 
pute that had appeared, was said to be 
significant. Re Commonwealth & South- 
ern Corp. (Delaware) (File Nos. 59-20, 
59-8, 54-75, Release No. 6177). 


Denial of Temporary Rate Increase Proper 
Basis for Equity Jurisdiction 


i supreme court of Illinois re- 
versed and remanded a decree dis- 
missing, for want of equity, an action to 
enjoin enforcement of an order denying 


a temporary rate increase. The lower 
court had ruled that the denial did not 
constitute such a final order as to be a 
proper basis for equity jurisdiction. The 
supreme court held that this ruling was 
erroneous. 

This case involved an attack on two 
commission orders as being confiscatory 
and violative of the utility company’s 
constitutional rights. One order denied 
a temporary increase of both intracom- 
pany and intercompany rates, and the 
other denied a permanent increase of the 
intracompany rates. The defendants con- 
tended that the plaintiffs failed to exhaust 
their administrative remedies before the 
commission as to the intercompany fares 
and that, therefore, equity should not 
take jurisdiction even in a confiscation 
case. The court ruled against this con- 
tention. 

This rebuttal was further buttressed 
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by a holding that where procedure to be 
followed under the Public Utility Act 
in rate cases does not furnish a utility 
adequate means to prevent rate actions 
of the commission from violating the 
utility’s constitutional rights, a court of 
equity will take jurisdiction to prevent 
the utility’s suffering irreparable injury 
in an action which is tried de novo and 
independently of proceedings pending be- 
fore the commission. 

It was also ruled that where a com- 
mission rate order is contended to be 
confiscatory, the evidence which was 
placed before the commission in the rate 
proceeding need not be introduced in the 
equity suit. 

In reply to a contention that the 
termination of the company’s franchise 
left it without standing in the injunction 
action, the court said: 

The proceedings before the commission in 
this suit are on the assumption that the prop- 
erty held by the trustees is going to continue 
to render service as a utility, and that the 


city will continue to permit the use of parts 
of its streets. The orders of the commission 
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are on the basis that the utility will continue 
to furnish transportation to the public. Under 
such circumstances, the property of the utility 
must be considered as devoted to a public 
utility and during the continuance of such 
use the trustees have the right to be com- 
pensated for the services it renders. We per- 
ceive no reason why the trustees operating a 
public utility under the circumstances shown 
would not be entitled to invoke the constitu- 
tional requirements of due process. 


Even so, the defendants further con- 
tended that such expiration would render 
the transit company’s property located in 
the streets valueless, except for scrap, for 
rate-making purposes. The court also 
ruled against this contention. 

In considering the case on its merits, 
it was found that for the year 1941 the 


company operated at a loss and that the 
upward trend for increased revenues for 
1942 and the first six months of 1943 was 
offset by the upward trend of wages, 
commodities, and supplies. These con- 
clusions were drawn without making an 
allowance for depreciation. Therefore, 
the court held, the company was entitled 
to a temporary rate increase sufficient to 
meet operating expenses. 

Jn conclusion, the court found that in 
so far as a permanent rate increase was 
concerned the company had not presented 
a case upon which a rate base for return 
on investment might be determined. 
Sprague et al v. Biggs et al. 62 NE(2d) 
420. 


e 


Other Important Rulings 


HE Securities and Exchange Com- 

mission permitted a new sub- 
sidiary of a holding company (which 
was under order of dissolution) to ac- 
quire the common stock of affiliated op- 
erating companies from the parent, as 
tending towards the economical and ef- 
ficient development of an integrated sys- 
tem under § 10(c)(2) of the Holding 
Company Act, where the properties to be 
acquired were interconnected, operating 
economies in codrdinated operation had 
been large, and acquisition would permit 
increased long-range planning and a 
higher degree of codrdination in opera- 
tions. Re American Power & Light Co. 
et al. (File Nos. 59-12, 70-1134, 70-1135, 
Release No. 6158). 


The supreme court of Oklahoma held 
that class C motor carriers are required 
neither to procure a certificate to operate, 
nor to file a public liability bond as re- 


quired of class A and B carriers. Beverly . 


et al. v. Elam, 162 P(2d) 180. 


The supreme court of South Dakota 
held that the commission acted rea- 
sonably in authorizing the construction 
of a spur track and the condemnation of 


Nore.—The cases above referred to, where decided b 
will be published in full or abstracted in 
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a right of way therefor where the track 
would facilitate switching operations and 
eliminate switching congestion, furnish 
additional storage space for railroad cars, 
make it possible for the city involved to 
construct a street which would eliminate 
traffic crossing of the railroad tracks, and 
aid in the transportation of freight for 
many firms and individuals. J/linois Cen- 
tral Railroad Co. v. Wisconsin Granite 
Co. 19 NW (2d) 753. 


The court of civil appeals of Texas 
held that an interstate motor carrier may 
not conduct intrastate operations with- 
out first obtaining a certificate from the 
state commission, and it cannot be re- 
quired to operate illegally by mandatory 
injunction. All American Bus Lines, 
aa et al.v. Hawkins, 188 SW (2d) 


The Wisconsin commission, in denying 
authority to discontinue agency service 
at a railroad station, stated that the dis- 
tance between agency stations, although 
a factor which may be considered, is not 
necessarily controlling. Re Chicago & 
North Western Railway Co. (2-R- 
1652). 
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RE PAN-MARYLAND AIRWAYS, INC. 


MARYLAND PUBLIC SERVICE COMMISSION 


Re Pan-Maryland Airways, Incorporated 


Case No. 4710 


Re Columbia Airlines, Incorporated 


Case No. 4717 


Re Red Star Motor Coaches, Incorporated 


Case No. 4719 
Order No. 41449 
October 5, 1945 


A PPLICATIONS for authority to operate intrastate aircraft 


service; applications granted. 


Air carriers, § 1 — State policy. 
1. The policy of the state is to promote the rapid development of air serv- 


ice in the state and make it available as soon as possible to all communities 
which desire it, p. 259. 
Certificates of convenience and necessity, § 101.2 — Permit for aircraft service — 
Single-engine aircraft. 
2. The use of single-engine aircraft in daylight contact flying is justified 
and necessary in order that many small communities may have air service, 
where such communities would be unable to have better than Class 1 air- 
fields which would safely accommodate only the light single-engine air- 
craft, p. 259. 
Certificates of convenience and necessity, § 90 — Choice between applicants — 
Coérdinated bus and air carrier service. 
3. A motor carrier company applying with others for authority to operate 
an air carrier service within the state was deemed to be in a particularly 
favorable position to render service between certain points where it was 
prepared to coordinate bus and aircraft operations to give maximum serv- 
ice to the public, p. 259. 


” 

APPEARANCES: George W. Con-_ Inc.; Miles, Walsh, O’Brien & Morris, 
table, for Pan-Maryland Airways, for Red Star Motor Coaches, Inc.; 
inc.; J. Richard Wilkins and Joseph Hall Hammond, for White Air Lines, 

. A. Rogan, for Columbia Airlines, Incorporated; Francis J. Carey and 
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Harry N. Frank, for Blue Ridge 
Lines, Inc.; Thomas J. Tingley, for 
Tidewater Express Lines, Inc., and 
Charlton Bros. Transportation Com- 
pany, Inc.; Richard W. Case, for The 
Baltimore and Annapolis Railroad 
Company. 

By the Commission: Pan-Mary- 
land Airways, Inc., a newly organ- 
ized Maryland corporation, which had 
not operated any service by aircraft, 
applied to this Commission on July 6, 
1945, for an order permitting and ap- 
proving the exercise of the franchises 
granted to it by its certificate of in- 
corporation and announced its inten- 
tion to operate a public transportation 
service by aircraft between Baltimore, 
Annapolis, Easton, Salisbury, Cam- 
bridge, Crisfield, Ocean City, Chester- 
town, Westminster, Frederick, Hag- 
erstown, Cumberland, College Park, 
Havre de Grace, Bel Air, and Elkton, 
and later added Centreville and 
Brandywine. 

The application was set for public 
hearing on July 24, 1945, and at the 
hearing it was shown that application 
had been received on July 23rd from 
Columbia Airlines, Inc., incorporated 
under the laws of Maryland on July 
6, 1945, for authority to operate be- 
tween Baltimore, Cumberland, Hag- 
erstown, Ocean City, Salisbury, and 
Cambridge, which application was 
docketed as Case No. 4717, and that 
on the morning of the hearing applica- 
tions had been filed by White Air 
Lines, Inc., and by Red Star Motor 
Coaches, Inc., both Maryland corpora- 
tions. 

The application of White Air Lines, 
Inc., incorporated, on June 30, 1945, 
which application was docketed as 
Case No. 4718, proposed service be- 
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tween Baltimore, Annapolis, Leonard. 
town, Chestertown, Centreville, Dep. 
ton, Westminster, Frederick, Hagers. 
town, Cumberland, Salisbury, Elkton, 
eocean City, Easton, Cambridge, and 
Crisfield. The application of Red 
Star Motor Coaches, Inc., docketed 
as Case No. 4719, proposed service 
between Baltimore and Ocean City, 
via Salisbury. 

After some testimony had been of- 
fered by Pan-Maryland Airways, Inc, 
it was agreed by all parties that the 
several cases should be consolidated 
for hearing and the matter was set for 
further hearing on August 20, 1945, 

On August 10th, Blue Ridge Lines, 
Inc., a Delaware corporation whose 
affiliate, The Blue Ridge Transporta- 
tion Company, a Maryland corpora- 
tion, now furnishes and for some 
years has furnished motorbus service 
between Baltimore and most of the 
cities and towns in western Maryland, 
filed notice of an application which it 
had made to the Civil Aeronautics 
Board which includes service to Balti- 
more, Frederick, Hagerstown, Cun- 
berland, Frostburg, Westminster, and 
Emmitsburg, and asked that the 
Commission grant it such rights that 
might be required to enable it to ren- 
der intrastate service within the state 
of Maryland. Counsel stated at the 
hearing on August 20th, however, that 
the company was not prepared to pre- 
sent its case then. Therefore, no at- 
tion will be taken on this application 
at this time. White Air Lines, Inc, 
also advised the Commission that it 
did not wish to pursue its application 
at this time. None of the applicants 
has operated scheduled air service. 


Three days were occupied in 
hearing beginning on August 20H 
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and the record shows much conflicting 
testimony as to the suitability of cer- 
tain types of aircraft for the proposed 
grvice and the availability of suitable 
landing fields. At the conclusion of 
testimony on the third day the hear- 
ing was adjourned to permit the prep- 
aration of additional evidence and was 
resumed and concluded on September 
25th. 

At that time there was submitted 
by Red Star Motor Coaches, Inc., a 
report by the engineering firm of J. 
E. Greiner Company of a survey of 
the airport facilities at fifteen of the 
cities and towns proposed to be served 
by one or more of the applicants and 
an examination of the potential facil- 
ities where none have yet been de- 
veloped or where present facilities are 
inadequate. This report supplied val- 
uable information which disposed of 
much of the dispute in the record as to 
existing facilities and the time re- 
quired for construction of additional 
facilities and the probable cost. 

[1] The Commission, in consider- 
ing the several applications, has been 
mindful that the policy of the state as 
announced by Governor O’Conor and 
as reflected in recent legislation is to 
promote the rapid development of air 
service in Maryland and make it avail- 
able as soon as possible to all com- 
munities which desire it. We, there- 
fore, have endeavored to get all essen- 
tial information bearing upon the 
service in general before acting upon 
any individual application. 

[2] While being inclined to put 
more confidence in an_ aircraft 
equipped with two engines than in a 
single-engine aircraft, we find that the 
record indicates a high degree of de- 
pendability in such engines and since 
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it is quite apparent that many of the 
smaller communities will be unable to 
have better than Class 1 airfields which 
we believe will safely accommodate 
only the light single-engine aircraft, 
the use of such aircraft in daylight, 
contact flying seems to be justified 
and to be necessary if many of the 
small communities are to have air 
service. 

The only airfields now existing in 
Maryland which have paved runways 
and are suitable for accommodation 
of the heavier aircraft, other than the 
Baltimore Municipal Airport, are at 
Salisbury, Easton, and Hagerstown 
and the Hagerstown field is the only 
one of the three which now is licensed 
by the State Aviation Commission 
and immediately available for use in 
the proposed service. The municipal 


airport at Cumberland is located out- 


side of Maryland, on West Virginia 
soil, and its availability for use in 
Maryland intrastate service has not 
been determined. The number of such 
operations which can be started at 
this time is therefore very limited. 

While no showing was made at the 
public hearing of any immediate pub- 
lic demand for air service and the 
Commission has no means of estimat- 
ing at this time the volume of traffic 
to be served, it seems reasonable to 
expect that the establishment of such a 
service will stimulate interest therein 
and that the more convenient and at- 
tractive the service is made the more 
rapid will be its development. 

[3] The Commission has thought- 
fully considered the several applica- 
tions and finds that Red Star Motor 
Coaches, Inc., is in a particularly 
favorable position to render service 
between Baltimore, Easton, Salisbury, 
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and Ocean City. That carrier now 
operates motorbus service between 
Baltimore and the principal towns on 
the Eastern Shore and is prepared to 
coordinate bus and aircraft operations 
to give maximum service to the pub- 
lic. The codrdination of bus and air- 
craft operations will provide complete 
service during the development period 
when, for lack of adequate landing 
fields, it will not be possible to reach 
many of the towns by aircraft. The 
combining of surface and air opera- 
tions will produce a flexibility which 
will permit the use of each to whatever 
extent is currently required and to the 
best advantage of the public. 

Columbia Airlines, Inc., will be au- 
thorized to operate between Baltimore, 
Hagerstown, and Cumberland. 

Pan-Maryland Airways, Inc., will 
be authorized to operate light, single- 
engine aircraft in daylight operation, 
as proposed, between Baltimore, An- 
napolis, Easton, Cambridge, Crisfield, 
Chestertown, Westminster, Frederick, 
College Park, Havre de Grace, Bel 
Air, Elkton, Centreville, and Brandy- 
wine. 

A separate permit will be issued for 
the operation of each aircraft and its 
operation will be confined to the land- 
ing fields enumerated thereon. No 
permit will be issued without certifica- 
tion by the State Aviation Commis- 
sion that the aircraft to be used and 
the pilots to operate it have been 
properly qualified and that the air- 
fields to be used are licensed and 
equipped with necessary facilities. 

An order will be issued in conform- 
ity with these findings and the Com- 
mission will require that the services 
to be authorized must be inaugurated 
within six months of the date hereof. 
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ORDER 


In accordance with the opinion of 
the Commission filed herein on the 
date hereof, which said opinion jis 
hereby referred to and made a part 
hereof, 

It is, this 5th day of October, in the 
year Nineteen Hundred and Forty- 
five, by the Public Service Commis- 
sion of Maryland, 

Ordered: (1) That the exercise by 
Pan-Maryland Airways, Inc., of the 
franchises granted to it by its certifi- 
cate of incorporation be, and the same 
is hereby, permitted and approved. 

(2) That permits be issued to Pan- 
Maryland Airways, Inc., for the opera- 
tion of common carrier daylight serv- 
ice by aircraft between Baltimore, 
Annapolis, Easton, Cambridge, Cris- 
field, Chestertown, Westminster, Fred- 
erick, College Park, Havre de Grace, 
Bel Air, Elkton, Centreville, and 
Brandywine, upon presentation to the 
Commission, by: Pan-Maryland Air- 
ways, Inc., of certification by the 
State Aviation Commission that the 
aircraft to be used and the pilots to 
operate them have been properly qual- 
ified and that the airfields to be used 
are licensed and equipped with neces- 
sary facilities. 

(3) That the service hereby author- 
ized shall be inaugurated within six 
months of the date of this order. 

(4) That the exercise by Columbia 
Airlines, Inc., of the franchises grant 
ed to it by its certificate of incorpore 
tion be, and the same is hereby, pet- 
mitted and approved. 

(5) That permits be issued t 
Columbia Airlines, Inc., for the opera 
tion of common carrier service by ait 
craft between the Baltimore Municipal 
Airport and the municipal airports 4 
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Hagerstown and Cumberland upon 
presentation to the Commission, by 
Columbia Airlines, Inc., of certifica- 
tion by the State Aviation Commis- 
sion that the aircraft to be used and 
the pilots to operate them have been 
properly qualified and that the airfields 
are equipped with necessary facilities. 

(6) That the service hereby au- 
thorized shall be inaugurated within 
sx months of the date of this or- 
der. 

(7) That permits be issued to Red 
Star Motor Coaches, Inc., for the 
operation of common carrier service 
by aircraft between the Baltimore Mu- 
nicipal Airport and the municipal air- 


ports at Salisbury and Easton, upon 
presentation to the Commission, by 
Red Star Motor Coaches, Inc., of cer- 
tification by the State Aviation Com- 
mission that the aircraft to be used 
and the pilots to operate them have 
been properly qualified and that the 
airports are equipped with the neces- 
sary facilities; and that permits be is- 
sued to the said Red Star Motor 
Coaches, Inc., for the operation of 
such service to Ocean City when a 
suitable airport has been established 
there. 

(8) That the service hereby au- 
thorized shall be inaugurated within 
six months of the date of this order. 





SECURITIES AND EXCHANGE COMMISSION 


Re The North American Company 


File No. 70-1071, Release No. 5870 
June 18, 1945 


ECLARATION and amendments thereto, pursuant to § 12(d) 
Dz the Holding Company Act, regarding sale of common 


stock of a subsidiary by a holding company; approval denied. 
For original decision on proposed sale of stock, see (1945) 59 
PUR(NS) 47, which was followed by formal order of disap- 


proval in Release No. 5818, May 23, 1945. Supplemental 

order, in Release No. 6027, September 4, 1945, provided for re- 

offering of stock at competitive bidding subject to approval by 
later order. For order of approval, see post, p. 279. 


Consolidation, merger, and sale, § 45.1 — Competitive conditions — Sale of sub- 
sidiary stock. 
1. Congress, by enactment of § 12(d) of the Holding Company Act, 15 
USCA § 791(d), placed upon the Commission a duty with respect to the 
maintenance of competitive conditions on the sale of stock of a subsidiary 
held by a holding company, p. 271. 
Consolidation, merger, and sale, § 45.1 — Competitive bidding requirements — 
Formal compliance. 
2. Mere compliance by a selling company with the formal requirements 
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of a competitive bidding rule does not insure that competitive conditions 
have been maintained in the sale of securities of a subsidiary company, 
p. 271. 


Consolidation, merger, and sale, § 45.1 — Competitive bidding — Relations be. 
tween underwriters. 

3. Competitive conditions were not maintained, but effective competition 
was stifled or precluded, where a large group of underwriters making up 
a syndicate submitted the only bid for common stock of a subsidiary of 
the seller, the underwriters participating could have underwritten a much 
larger amount, formation of a rival group was a virtual impossibility be- 
cause of the number in the syndicate, a purpose of underwriters to preserve 
traditional banking relationships appeared, and understandings as to stand- 
by accounts constituted a limiting factor on underwriting strength which 
could be brought into competition with the group, p. 271. 


Consolidation, merger, and sale, § 52 — Sale of subsidiary stock — Price-— Un- 
derwriters’ spread. 
4. The price bid for common stock of a subsidiary and the underwriters’ 
spread were denied approval where the price bid was $36.767 per share, 
the underwriters were to reoffer the stock to the public at a price of $38.25 
per share, and the closing market price on the day the bid was opened was 
$38.375, under restricted bidding conditions where it appeared that the 
only problem of the bidding group in fixing a price was to avoid having 
its bid rejected by the company or disapproved by the Commission, p. 277. 


> 


By the Commission: The North 
American Company (North Ameri- 
can), a registered holding company, 
filed a declaration, and amendments 
thereto, pursuant to § 12(d) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79/(d), and the 
applicable Rules and Regulations pro- 
mulgated thereunder, regarding the 
sale, pursuant to the requirements of 
Rule U-50, of 700,000 shares of its 
holdings of 1,420,505 shares of com- 
mon stock (par value $25) of Pacific 
Gas and Electric Company (Pacific), 
a subsidiary of The North American 
Company. The declaration also re- 
lated to the proposal of North Ameri- 
can to apply the net proceeds from the 
proposed sale of such stock, together 
with other funds, to the redemption 
of all of its 606,359 outstanding 
shares of serial preferred stock, 6 per 
cent series, par value $50 per share, 
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at the redemption price of $55 per 
share, plus accrued dividends. 

The Commission by order entered 
herein under date of May 15, 1945, 59 
PUR(NS) 47, permitted said decla- 
ration, as amended, to become effec- 
tive subject to the condition that the 
proposed sale of the common stock of 
Pacific not be consummated until the 
results of the bidding pursuant to the 
provisions of Rule U-—50 should have 
been made a matter of record in this 
proceeding and a further order en- 
tered by this Commission in the light 
of the record as so completed. The 
Commission reserved jurisdiction to 
pass upon the price to be paid the com 
pany for such stock, the underwriters’ 
spread, maintenance of competitive 
conditions, and all legal fees to be in- 
curred in connection with the pro- 
posed transactions. 

North American filed a further 
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amendment to the application on May 
22, 1945, setting forth the action 
taken to comply with the competitive 
bidding provisions of our Rule U-50, 
which showed that pursuant to the in- 
vitation for bids only one bid was re- 
ceived from a group of 144 underwrit- 
ers headed by Blyth & Co., Inc. of 
New York city. The price bid by 
this group for the common stock of 
Pacific was $36.767 per share, the un- 
derwriters to reoffer the stock to the 
public at a price of $38.25 per share. 
The closing price of the stock on the 
New York Stock Exchange on the 
day the bid was opened (May 22, 
1945) was $38.375. The bid was ac- 
cepted by North American, subject to 
the release of our reserved jurisdic- 
tion which would permit the declara- 
tion with respect thereto to become 
finally effective. 

Public hearings were held on May 
19and May 22, 1945, for the purpose 
of completing the record on those mat- 
ters with respect to which jurisdiction 
had been reserved. At these hearings, 
representatives of North American 
and Blyth testified, as well as repre- 
sentatives of other investment banking 
firms which had indicated an interest 
in the purchase of the stock. We ex- 
amined the record with respect to 
those matters upon which jurisdiction 
had been reserved and issued our or- 
der with respect thereto on May 23, 
1945, in which we denied final effec- 
tiveness of the declaration.’ In this 
order we stated that we were satisfied 
that competitive conditions had not 
been maintained and that we believed 
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effective competition was stifled or 
precluded. As a consequence and in 
the light of other relevant facts dis- 
closed in the record, we were unable 
to find that either the underwriters’ 
spread or the price bid to North 
American for the Pacific stock was 
reasonable. Due to the time factor 
involved, we were unable to prepare 
a full opinion setting forth the reasons 
for our decision in the matter. We 
stated in our order that a full opinion 
setting forth the history of the case 
and giving our reasons for our conclu- 
sions would issue in due course. We 
are now prepared to state our reasons 
for the conclusions expressed in the 
order of May 23, 1945. On the basis 
of the record we make the following 
findings : 


Development of Blyth Account 

Since 1919 or 1920, Blyth and its 
predecessor firm, Blyth Witter & Co., 
have acted as principal banker for 
Pacific in practically all financing 
where an underwriter has been used. 
The only interruption in this relation- 
ship occurred in 1935 when Lazard 
Freres & Co. was chosen by the then 
management of Pacific to head an un- 
derwriting group with respect to 
financing by Pacific. However, the 
record indicates that even during the 
period when Lazard was considered to 
be Pacific’s principal banker, Blyth 
was in the group as a major partici- 
pant. 

So far as other banking relation- 
ships in the North American system 
are concerned, Dillon Read & Co. 





1 Holding Company Act Release No. 5818. 
*The bid was opened by North American 
at 3 Pp. M., on May 22, 1945, and the hearing 
with respect thereto was concluded at 10:10 
®. M., on the same date. Under the terms of 


263 


the underwriting contract, the company was 
required to obtain Commission approval of 
the transaction prior to 3 Pp. m., on May 23, 
1945. 
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has traditionally acted as principal 
banker for North American and most 
of its subsidiaries.* Apart from 
Blyth’s position with respect to Pacific, 
the principal exception to Dillon 
Read’s dominant position in this re- 
gard has been the leadership of The 
First Boston Corporation and Coffin 
& Burr, Incorporated, in financings of 
Detroit Edison Company. 

After the passage of our Rule U- 
50, these underwriting houses took 
steps looking toward a continuation 
of their historical position. The rec- 
ord indicates that they were particu- 
larly interested in any large blocks of 
stock which might be disposed of by 
North American and in any possible 
municipal financing growing out of 
the acquisition of any of the North 
American properties by municipal- 
ities. 

The witness for Blyth, Lee M. Lim- 
bert, a vice president of the firm in 
charge of sales and syndication, testi- 
fied that Blyth was particularly in- 
terested in the block of Pacific com- 
mon stock held by North American. 
The witness described the period as 
being “in the beginning of Rule U—5O, 
and the situation was perhaps some- 
what chaotic. A lot of people were 
going out forming groups on just 
most anything we had no idea 
who might head groups on Pacific 
or any of the other companies 
for whom we had always been the 
principal underwriter .” He in- 
dicated further that in order to con- 
tinue the association of Blyth with 


Pacific as principal underwriter, it 
was believed that an early start in 
forming a group was necessary. 

Under date of May 11, 1942, Blyth 
sent the following letter over the sig- 
nature of C. E. Mitchell, chairman of 
the executive committee, to a group 
of eighty-six underwriters formed 
about six months prior to that time 
with respect to a bond financing of 
Pacific which had been abandoned be- 
cause of market conditions: 
“Gentlemen : 

“We have received many inquiries 
concerning the formation of accounts 
having to do with Pacific Gas & Elec- 
tric Company. 

“So far as we know, there is no im- 
mediate proposal of sale by private 
negotiation or competitive bidding 
either of stock of the company owned 
by holding companies or of securities 
to be issued by the company itself, nor 
is there any financing in -sight that 
might result from the formation of 
revenue districts designed to purchase 
any part of the company’s physical 
properties. 

“However, we think it desirable to 
say to you that in case of sizable busi- 
ness along any of these lines, we would 
expect to form an account under our 
management and to invite you to par- 
ticipate. We are not asking any com- 
mitment but we do want you to know 
that we will be watchful of the situa- 
tion and will have you in mind should 
there be developments of interest. If 
perchance you have any present cont- 
mitments in interference with this in- 





8 During the period 1920 through 1943, 
companies within the North American sys- 
tem, exclusive of Pacific and Detroit Edison, 
issued approximately $1,027,000,000 of securi- 
ties. Syndicates headed by Dillon Read un- 
derwrote approximately 80 per cent of this 
amount, as indicated by the Federal Trade 
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Commission Report (pursuant 
Resolution No. 83, Seventieth Congress, First 
Session), Vol. Nos. 33 and 34, the National 
Statistical Service, “American Underwriting 
Houses and Their Issues,” Vol. I to Vil, 
oa and Moody’s Public Utilities Mar- 
uals. 
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formal proposal, we would appreciate 
your advice. 
' “This letter is being addressed to 
those houses which have heretofore 
been underwriters in Pacific Gas & 
Electric business and to certain houses 
which accepted an underwriting posi- 
tion with us in the proposed bond is- 
sue of $110,000,000 in March 1941, 
which failed to eventuate. 
“Very truly yours,” 

Two days prior to the mailing of 
the above letter, Dillon Read had sent 
out a similar letter, with respect to cer- 
tain other subsidiaries of North Amer- 
ican, to a list of underwriters which 
included Blyth. The text of this let- 
ter, dated May 9, 1942, was as fol- 
lows: 

“This will confirm the formation of 
a group, of which Dillon, Read & Co. 
is the manager, which will be in a posi- 
tion to handle any financing (except 
as stated in the next paragraph) 
which may arise through the dispo- 
sition by The North American Com- 
pany of a part or all of its interest in 
one or more of the following com- 
panies: The Cleveland Electric Illum- 
inating Company, Union Electric 
Company of Missouri, Washington 
Railway and Electric Company, and 
Wisconsin Electric Power Company. 
Such financing may involve the pur- 
chase, as principal or otherwise, of 
securities of such companies owned 
by The North American Company, or 
revenue bonds issued by a municipal- 
ity or authority to finance the acquisi- 
tion of properties of such companies, 
and in either case may be on a nego- 
tiated basis or subject to competitive 
bidding. 

“Members of this group, as such, 
would not have any interest in the 
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distribution by The North American 
Company of part or all of its interest 
in the common stock of Union Elec- 
tric Company of Missouri if The North 
American Company should deter- 
mine to resume negotiations with the 
group formed in February, 1942, for 
the purpose of distributing such com- 
mon stock to the public. 

“In accordance with our telephone 
conversations with you, the amount of 
your interest in any financing handled 
by the group will be determined by us, 
subject to your approval, at a later 
date. 

“In confirmation of your agreement 
to become a member of the group 
(subject to your right to withdraw at 
any time), please sign and return to 
us the enclosed copy of this letter.” 

It is to be noted that Dillon Read’s 
letter includes most of the then major 
subsidiaries of North American with 
the exception of Pacific and Detroit 
Edison. The omission of these two 
companies resulted from discussions 
between Dillon Read on the one hand 
and Blyth and First Boston on the 
other as disclosed in a memorandum 
of C. E. Mitchell to his executive com- 
mittee and in a letter of C. E. Mitchell 
to James B. Black, president of 
Pacific. The text of this memoran- 
dum to the Blyth executive com- 
mittee, dated May 11, 1942, is as fol- 
lows: 


“Attached is a copy of a letter from 
Dillon, Read & Co. dated May 9th 
which is self-explanatory. We have 
signed and returned to them a duly 
executed confirmation of acceptance. 

“You will note that they have 
omitted from commitment Pacific Gas 
& Electric Company and Detroit Elec- 
tric [Edison] Company, leaving it to 
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us to handle the former, and First 
Boston and Coffin & Burr to handle 
the latter. 

“We are preparing to send out a 
letter to a group regarding Pacific Gas 
& Electric Company, committing no 
one to us, but notifying that in case 
business starts we propose to form a 
group and extend invitations.” 

The pertinent part of the text of 
Mitchell’s letter to Black, dated May 
13, 1942, is as follows: 


“Stimulated by gossip that the city 
of Cleveland was setting about to buy 
the North American Properties in 
that city and surrounding territory, 
Dillon Read became active in forma- 
tion of an account to handle financing 
resulting from any sale of North 
American interests there or elsewhere. 
We had quite an argument with them 
about Pacific Gas & Electric, and 
First Boston Corporation did the 
same thing regarding the Detroit sit- 
uation. I enclose a copy of Dillon 
Read’s form letter in which they bound 
participants, from which you will see 
they eliminated these two situations. 
Their activity, however, stimulated 
talk about what was going to be done 
by us with regard to Pacific Gas & 
Electric. I enclose a copy of the let- 
ter which we have sent out, which is 
self-explanatory, and I hope it will 
meet with your approval.” 


It should be noted particularly that 
the intentions of Dillon Read to 
handle any and all financing resulting 
from the sale of North American’s 
portfolio securities encountered “quite 
an argument” in so far as Pacific and 
Detroit Edison were concerned. In 


the end, Blyth’s traditional position 
as the principal banker for Pacific and 
the corresponding position of First 
Boston and Coffin & Burr with respect 
to Detroit Edison were preserved 
through the agreements reached after 
the argument referred to above and 
Pacific and Detroit Edison were 
omitted from the group of subsidiaries 
mentioned in Dillon Read’s letter 
of May 9, 1942. Following this con- 
cession on the part of Dillon Read, 
their invitation was accepted by Blyth 
and the Blyth invitation of May 11, 
1942, with regard to Pacific was, in 
turn, expressly accepted by Dillon 
Read. 

The record discloses that of the 86 
firms receiving the Blyth letter of May 
11, 1942, four declined membership in 
the standby account. Among these 
four was Lehman Brothers, whose 
declination stated that they wished to 
be free with respect to any financing 
which might arise from a sale of 
Pacific property to a municipality. 

The first use of the standby account 
occurred in connection with the un- 
derwriting of $115,000,000 principal 
amount of Pacific bonds in October, 
1944. In this transaction, Blyth ne- 
gotiated with Pacific for the bonds* 
and enlarged its account to include 
168 underwriting firms. Of the 82 
firms making up the original standby 
account, 80 were still doing business 
at this time and all 80 participated in 
the enlarged account. Limbert testi- 
fied that two reasons might be ad- 
vanced for doubling the size of the 
original group. In the first place, the 
issue to be sold came on the market a 





4Because of a pending appeal from our 
order denying the application of Pacific for 
an order declaring it not to be a subsidiary 
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of North American, this financing by Pacific 
woe, net subject to the provisions of Rule 
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few days after two other very large 
utility bond financings. Secondly, the 
witness testified that because of the 
very small profit which now prevails 
in bond underwritings, there is a de- 
sire to include as underwriters all of 
the good distributing dealers, so that 
they can participate to the fullest ex- 
tent in the profit from the particular 
piece of business. 

The second use made of the standby 
account, as augmented by the addi- 
tional firms participating in the Octo- 
ber, 1944, transaction, occurred in 
March, 1945, in connection with the 
sale by Pacific of $80,000,000 princi- 
pal amount of its bonds. Although 
this financing, in its initial stages, had 
taken the form of a negotiated trans- 
action, the issue went to competitive 
bidding upon the entry of an order by 
the Railroad Commission of the state 
of California after hearings before 
that body. On the same day in which 
this order was entered, the Supreme 
Court of the United States affirmed 
our decision which had denied the ap- 
plication of Pacific for an order declar- 
ing it not to be a subsidiary of North 
American. As a result thereof, the 
transaction subsequently became sub- 
ject to the competitive bidding re- 
quirements of our Rule U-50. In 
this financing, Blyth headed the syn- 
dicate, consisting of 146 underwriting 
houses, which made the successful bid ; 
a second bid was submitted by a group 
headed by Halsey, Stuart & Co., Inc. 

The Blyth account included 71 of 
the 78 firms which were members of 
the original standby account and 
which were available for participation 





*Pacific Gas & E. Co. v. Securities and 
Exchange Commission, 324 US 826, — L ed 
—, 65 S Ct 855, decided March 12, 1945. 


in this financing. Limbert testified 
that the group was smaller than that 
which had handled the $115,000,000 
issue in October, 1944, partly because 
of dissatisfaction on the part of a num- 
ber of houses with the participations 
available to them in the Blyth group. 
He further testified that he suggested 
to a number of these houses that they 
transfer to the Halsey Stuart syndicate 
in order to obtain a larger participa- 
tion. He advised these firms that they 
could take this action “with no preju- 
dice.” A number of firms followed 
this course and the witness called at- 
tention to the fact that they were again 
included in the Blyth account in con- 
nection with he proposed sale of 
Pacific common stock. 

Having accepted a position in the 
Blyth standby account in May, 1942, 
Dillon Read was a major participant 
with Blyth in the underwriting of 
Pacific bonds in October, 1944, and 
March, 1945. There is no indication 
in the record that Dillon Read made 
any effort to form a group of its own 
or to join with the Halsey Stuart 
group when the $80,000,000 bond 
transaction was thrown open to com- 
petitive bidding. In these matters the 
conduct of Dillon Read appears to 
have followed the lines laid out in 
1942. 


Proposed Sale of Pacific Stock 

The record discloses that in the 
middle of March of this year, repre- 
sentatives of Dillon Read and of Blyth 
were invited by North American to 
discuss its plans for the sale of Pacific 
common stock. The first discussion 
was with C. S. McCain of Dillon Read 
and on the following day a second dis- 
cussion was held with C. E. Mitchell 
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of Blyth. James F. Fogarty, chair- 
man of the executive and finance com- 
mittees of North American, testified 
that in these discussions, which he 
described as informal and confidential, 
consideration was given among other 
things to the relative advantages, so 
far as price was concerned, of a distri- 
bution on the floor of the New York 
Stock Exchange as contrasted with an 
offering off the Exchange. On the 
basis of these and later discussions, 
North American reached the decision 
that best results were likely to be ob- 
tained from an offering off the Ex- 
change. The representatives of the 


underwriters indicated that the under- 
writing spread in connection with such 
an offering, on the assumption that it 
were exempt from the competitive bid- 
ding requirements of Rule U-—50, 
might range from $1 to $1.25 per 


share, dependent, of course, 
market conditions at the time. 

Fogarty testified that in his discus- 
sions with Mitchell the latter showed 
him the Blyth letter of May 11, 1942, 
and also advised him of the Dillon 
Read letter of May 9, 1942, and ex- 
plained to him the reasons for such 
letters and why Blyth regarded itself 
as a logical firm to head a group to 
dispose of any Pacific common which 
North American might sell. Fogarty 
also testified that, until the time of 
his conversations with Mitchell, he 
had never heard of the Blyth and 
Dillon Read letters of May, 1942, and, 
although he was a director of Pacific 
at that time, he had never seen or 
heard of Mitchell’s letter to Black ex- 
plaining the reasons for Blyth’s letter 
of May 11, 1942. 


In the early part of April 1945, 


upon 


Fogarty and E. L. Shea, president of 
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North American, presented to the 
staff of this Commission certain 
problems arising in the proposed 
offering and requested an informal ex. 
pression of opinion from the Com. 
mission with respect thereto. The 
company urged that the proposed 
transaction be exempted from the com. 
petitive bidding requirements of our 
Rule U—50, in which event it was in- 
dicated that negotiations would be un- 
dertaken with Blyth and Dillon Read, 
We informally indicated to North 
American on April 17th, that in our 
view, no exemption from the provi- 
sions of the rule appeared to be jus- 
tified on the basis of the facts and cir- 
cumstances as presented by the com- 
pany. On the following day, we again 
considered the matter at the request 
of Fogarty and, after hearing him we 
reiterated our views on the transac- 
tion. Accordingly, North American 
filed on April 24th an application in 
which it proposed to carry out the 
transaction in accordance with the 
terms of Rule U-50. 

On April 6, 1945, the Dow Jones 
broad tape carried a story that North 
American was planning to dispose of 
about $25,000,000 of its portfolio 
assets, although the Pacific common 
stock was not specifically identified. 
It was apparently not until April 15, 
1945, that the press specifically iden- 
tified Pacific common as the stock to 
be sold. Our notice of filing and or- 
der for hearing with respect to the 
North American application was fe- 
leased to the press on April 27th. 

Wickliffe Shreve, the syndicate 
manager of Lehman Brothers, testi- 
fied that on Saturday morning, April 
7th, a partner of Merrill, Lynch, 
Pierce, Fenner & Beane called to his 
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attention the news account regarding 
the contemplated sale of portfolio se- 
curities by North American. The wit- 
ness testified that it was fairly clear to 
him that the proposed sale would in- 
yvolve Pacific common stock. He 
stated further that his firm and Mer- 
rill Lynch had had for some months a 
standby account, consisting of twenty- 
five members, to bid on the 200,000 
share block of Pacific common held by 
Standard Gas and Electric Company 
in the event that such block might 
later be sold in a public offering. As 
a result of these discussions, it was 
determined that they should attempt 
to enlarge their standby group in an 
effort to obtain the North American 
business. He stated further that he 


checked the firm records and found 
that Lehman had no commitment to 
anyone on any Pacific stock to be sold 


by North American. Accordingly, on 
the same day, Lehman, acting for it- 
self and Merrill Lynch, sent tele- 
grams to the twenty-five members of 
their standby account and to an addi- 
tional 150 underwriting houses be- 
lieved to be eligible for participation. 
Although the Lehman telegrams were 
sent out on Saturday, it was testified 
that the first responses were not re- 
ceived until the next business day, 
Monday, April 9th. The latter day ap- 
pears to be a crucial day with respect 
to the matters before us and the 
events which occurred on that day 
must necessarily be considered in some 
detail. 

Although Dillon Read as well as 
Blyth had been acquainted by North 
American with the proposed sale 
about the middle of March, no action 
was taken by Dillon Read with respect 
thereto until April 9th. Henry H. 


269 


Egly, vice president and syndicate 
manager of Dillon Read, testified that 
on April 9th he learned of Lehman’s 
attempt to form a group. He further 
stated that although his firm was 
aware of the existence of the Blyth 
standby group, the Lehman activity 
was the motivating factor in Dillon 
Read’s decision to enter the field. Ac- 
cordingly, on the same day Dillon 
Read invited 93 firms to participate 
in a group, telephoning those con- 
veniently located and sending tele- 
grams to the remainder. 

On the same Monday, April 9th, 
Blyth began to receive inquiries from 
various investment houses which had 
been invited to join with Lehman or 
Dillon Read in the underwriting of 
the Pacific stock to be sold by North 
American. Limbert testified that a 
number of these houses which were 
members of the Blyth standby account 
inquired as to Blyth’s intentions in 
regard to the proposed offering. He 
testified, moreover, that considerable 
confusion resulted from the fact that 
Dillon Read was soliciting participa- 
tions, inasmuch as many of these 
firms had received both the Blyth and 
Dillon Read letters of May, 1942. 
Limbert testified that telegrams were 
then sent not only to the members of 
the original standby account but also 
to the houses added to that account in 
connection with the $115,000,000 
bond financing of October, 1944. 
This telegram, which was sent on 
April 9th to approximately 173 houses 
including several small dealers on the 
Pacific coast who had not participated 
in the bond financing, was as follows: 

“With possibility North American 
may sell portion their holdings Pacific 
Gas & Electric common we remind 
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you that in accordance with our letter 
May 11, 1942, we head an account 
for private negotiation or competitive 
bidding and consider you in our ac- 
count. Please confirm.” . 

As a result of the telegrams sent 
out by Lehman on April 7th, accept- 
ances were received by Lehman from 
47 of the 175 firms whose participa- 
tion had been solicited. Of the firms 
remaining, 102 were committed to 
Blyth, 11 were committed to Dillon 
Read, and the rest either declined or 
evinced no interest in the invitation. 
The syndicate manager of Lehman 
testified that by April 11th it became 
apparent that the group which had ac- 
cepted their leadership had neither the 
underwriting capacity nor the distrib- 
utive ability to handle as large a block 
of listed common stock as was being 
offered. On April 25th, Lehman sent 
a letter to those firms which had ac- 
cepted, stating that the account was 
being dissolved. 

As indicated above, 93 firms were 
invited by Dillon Read to join with 
it in the formation of a syndicate to 
purchase the Pacific stock. The rec- 
ord shows that acceptances were re- 
ceived from 18 of these firms whereas 
59 were committed to Blyth, 11 were 
committed to Lehman, and the re- 
maining firms either declined or made 
no reply. Egly testified that either on 
the night of April 9th or the morning 
of April 10th, the attempt to form a 
group was abandoned inasmuch as it 
was believed that the list of accept- 
ances which had been received was 
not sufficiently satisfactory for them 
to proceed. 

Following the dissolution of the 
Lehman and Dillon Read accounts 
and the subsequent transfer of several 
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of their participants to the Blyth ac. 
count, Blyth found itself at the head 
of a syndicate comprising 144 mem. 
bers. Limbert testified that after 
learning of the dissolution of these 
other accounts he became worried that 
the number of members in his group 
might be so large as to prevent any 
other bidding for the stock and on 
May 3, 1945, Blyth sent to the mem- 
bers of its group the following letter, 
to which was attached a list of the 
houses included in its account: 

“You are a member of an account 
headed by us to bid on an offering by 
The North American Company of 
700,000 shares Pacific Gas and Elec- 
tric Company common stock on or 
about May 21, 1945. 

“We understand statements have 
been made that our account is so 
complete in distributing ability that 
others have refrained from forming a 
competing account. This letter is to 
advise that any member of our ac- 
count, including yourselves, is free to 
withdraw at this time and to form or 
to become a member of another ac- 
count to bid, without prejudice on 
future business headed by us. From 
our standpoint a competing account 
will be welcome. 

“Please advise us by May 10, 1945, 
of your decision so that allotments of 
interest in our account may be deter- 
mined. 

“For your information a list of 
the members of the proposed account 
as now constituted is enclosed.” 

Copies of the letter were also sent 
to North American and to this Com- 
mission but not to Lehman or to Dil- 
lon Read and no efforts were made 
to give the letter any other publicity. 
By May 10th, the date set in the letter 
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by which replies were to be received, 
all of the 143 houses to which the let- 
ter had been sent had indicated their 
desire to go along in the Blyth group. 

The witness for Dillon Read testi- 
fied that his firm learned of Blyth’s 
May 3rd letter soon after its mailing 
but that his firm, upon reconsidera- 
tion, decided not to go ahead inas- 
much as during the period between 
April 9th and May 3rd his firm had 
been active on several other pieces of 
business and that “we just had no one 
that we could put on the work which 
this job entailed, so we decided not 
to make any further efforts to form 
an account.” The syndicate manager 
of Lehman testified that his firm also 
heard of the May 3rd letter soon after 
its release but that they did not take 
any steps to renew their account. In 
this respect, he testified, “Well, I 
didn’t know how many of the fifty 
people that had accepted our invitation 
might have subsequently gone with 
Blyth, and I did not feel that there 
would still be enough houses avail- 
able to complete what, in my opinion, 
would have been a necessary bidding 
account on 700,000 shares of this 
listed common stock.” 


Maintenance of Competitive Condi- 
tions 

[1-3] As previously indicated, 

§ 12(d) of the act, 15 USCA § 79] 

(d), is applicable to the proposed sale 

of Pacific stock. In enacting this 


provision, Congress placed upon us a 
duty with respect to the maintenance 
of competitive conditions.® 

On April 7, 1941, this Commis- 
sion adopted Rule U-50 which re- 
quires public invitation of proposals 
for the purchase or underwriting of 
securities issued or sold by registered 
holding companies and their subsidi- 
aries, including sales under § 12(d). 
The purpose of this rule was to foster 
competition and neutralize the dom- 
inant position of the traditional bank- 
er, and also to provide a valuable 
guide in the determination of the rea- 
sonableness of price and spread. A 
full. statement of the statutory basis of 
the rule and of the reasons which im- 
pelled us to adopt it are set out in our 
statement of April 7, 1941, accom- 
panying the promulgation of the rule 
(Holding Company Act Release No. 
2676) and need not be repeated here 
except to note the following observa- 
tion of the National Power Policy 
Committee : ” 


“Fundamentally the holding-com- 
pany problem always has been and 
still is, as much a problem of regula- 
ting investment bankers as a problem 
of regulating the power industry.” 

Of course, mere compliance by the 
selling company with the formal re- 
quirements of the rule does not en- 
sure that competitive conditions have 
been maintained. In the present case 
we are satisfied that competitive con- 
ditions were not maintained; on the 





8 Section 12(d) provides as follows: 

“It shall be unlawful for any registered 
holding company, by use of the mails or any 
means or instrumentality of interstate com- 
merce, or otherwise, to sell any security which 
it owns of any public-utility company, or any 
utility assets, in contravention of such rules 
and regulations or orders regarding the con- 
sideration to be received for such sale, main- 
tenance of competitive conditions, fees and 


271 


commissions, accounts, disclosure of interest, 
and similar matters as the Commission deems 
necessary or appropriate in the public inter- 
est or for the protection of investors or con- 
sumers or to prevent the circumvention of 
the provisions of this title or the rules, regu- 
lations, or orders thereunder.” (Jtalics sup- 
plied.) 
7H. D. 137, 74th Congress, 1st Session, 
p. 6. 
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contrary, effective competition was 
stifled or precluded. 

The syndicate of 144 firms headed 
by Blyth, which submitted the only 
bid received in response to North 
American’s solicitation of competi- 
tive bids, included nearly all of the 
larger underwriting firms which cus- 
tomarily participate in common stock 
financing. The group included 51 
New York houses, 28 from elsewhere 
in the Eastern States, 35 from the 
Middle West and South, and 30 from 
the Far West.’ Participations of 25,- 
000 shares were allotted to each of 
10 firms,® 15,000 shares to each of 3 
firms,” 10,000 shares to each of 5 
firms," 7,000 shares to each of 14 
firms, and 5,000 shares to each of 16 
firms. A total of 64 houses each re- 


ceived participations of less than 2,000 
shares while the participations of 32 


houses ranged from 2,000 to 4,000 
shares, inclusive. 

The Blyth representative testified 
that, without exception, the participa- 
tions accorded members of the syndi- 
cate were distinctly smaller than the 
financial strength and _ distributive 
capacity of the members would have 
dictated. He stated further that those 
houses participating to the extent of 
25,000 shares could have underwritten 
as much as 100,000 shares each and 
that unquestionably, therefore, these 
10 firms alone could have more than 
underwritten the entire issue. With 
respect to distributive capacity, he tes- 


tified that without exception the 
houses in the Blyth account would 
have been able to distribute at least 
twice as much as the participations 
allowed them and that, in almost every 
case, request had been made for a 
larger participation. 

While admitting unequivocally that 
the Blyth group was larger than would 
have been required to handle the offer- 
ing, Limbert sought to demonstrate 
that there remained apart from his 
group sufficient underwriting strength 
to form a second group if someone 
took the leadership in doing so. To 
this end he prepared and submitted a 
list of 50 firms not included in his syn- 
dicate which, in his opinon, were in- 
terested in common stocks and could 
easily underwrite the 700,000 shares 
of Pacific stock being offered by 
North American. 

In our view this testimony falls far 
short of establishing that competitive 
conditions were maintained. In the 
first place, the testimony serves to em- 
phasize the excessive size of the Blyth 
group, since by the same reasoning it 
can be demonstrated that such group 
contained at least twice as much un- 
derwriting strength as _ necessary. 
Secondly, as will appear below, it is 
not entirely free from doubt that the 
remaining 50 houses could success- 
fully have organized a rival syndicate 
under the most favorable conditions; 
under the actual conditions which 
were created here, formation of a rival 





8 The Pacific coast firms in the syndicate 
included most of the larger houses in that 
area. These firms were granted participations 
in the aggregate of 94,000 shares and, in com- 
mon with practically all of the other firms 
in the account, expressed dissatisfaction with 
the small size of their participations. 

® Blyth & Co., Inc.; The First ae Cor- 

ration; Goldman, ‘Sachs & & Co.; Harriman 

ipley & Co., Incorporated ; Kuhn, Loeb & 
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Co.; Mellon Securities Corporation; Smith, 
Barney & Co.; Stone & Webster and Blodget, 
Incorporated ; "Union Securities Corporation; 
Dean Witter & Co. 

10 Eastman, Dill 1 & Co.; Glore, Forgan & 
Co. ; Merrill Lynch, Pierce, Fenner & Beane. 
11 Hornblower & Weeks; ry Fay = 
Corporation; F. S. Moseley & aine, 
Weber, Jackson & Curtis; E. He Rollins & 

Sons, Incorporated. 
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group was a virtual impossibility. 
And finally, maintenance of competi- 
tive conditions does not mean, in any 
event, that underwriting strength may 
be combined indefinitely and indis- 
criminately, beyond the needs of the 
situation, so long as there is permitted 
to exist a bare theoretical possibility 
of competition. Competitive condi- 
tions are not maintained if any steps 
are taken which inhibit the free opera- 
tion of competition in a given situa- 
tion, taking into account all relevant 
facts including the nature of the financ- 
ing and the total available underwrit- 
ing capacity. 

It is evident that the purpose of the 
Blyth and Dillon Read letters of May, 
1942, was to preserve the traditional 
banking relationships which existed 
within the North American system. 
It seems equally clear from the con- 
tent of the letters and of the memo- 
randum previously quoted and from 
the subsequent conduct of the princi- 
pals that an understanding was reached 
at that time by Dillon Read, Blyth, 
and First Boston as to the leadership 
of syndicates formed with respect to 
the securities of certain of the system 
companies, including Pacific. 

The Blyth letter of May 11, 1942, 
stated that no commitment with re- 
spect to the business was being sought 
and Limbert, in his testimony with 
respect to the standby account, stressed 
this circumstance. Nevertheless, the 
Blyth telegram of April 9th, quoted 
above, and other evidence in the rec- 
ord establish that for all practical pur- 
poses a commitment was both effected 
and adhered to. Of the 82 firms 
which received the Blyth letter of May, 
1942, 80 were still doing business at 
the time of the Pacific bond financing 

[18] 
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in October, 1944, and all 80 partici- 
pated in the financing. In March, 
1945, 78 of these firms were available 
for participation in the second bond 
financing and 71 were included in the 
Blyth syndicate. In the present syn- 
dicate, 70 of the 78 available firms 
participated. It may also be noted 
in this connection that 64 of these 
firms were invited to join the Lehman 
group and 44 were invited to join the 
Dillon Read group, with the result 
that none accepted the Lehman invita- 
tion and only 4 accepted the invitation 
of Dillon Read. 

As to the attitude with which such 
commitments are regarded among 
underwriters, we were particularly im- 
pressed with the testimony of the 
syndicate manager of Lehman with 
respect to his actions after learning 
that North American proposed to sell 
certain of its portfolio assets: 


Q. You say that when you heard 
about the proposal of North American 
that you checked your records to see 
whether or not you had any commit- 
ments with respect to it? 

A. That is right. 

Q. Would that be a thing which 
would normally affect your judgment 
as to whether or not you would form 
a group? 

A. Oh, indeed so. If we had ac- 
cepted a participation in someone 
else’s account a year ago, two years 
ago, three years ago, we would hardly 
at some subsequent date go out and 
form an account of our own to man- 
age on our own behalf. 

Q. Is that one of the purposes of 
the so-called standby account? 

A. Why, I think so. We expect it 
from other participants in  ac- 
counts that we manage and we ac- 
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cord other managers the same con- 
sideration. 

The record discloses that the firms 
participating in the final Blyth syndi- 
cate to the extent of 25,000, 15,000, 
10,000, or 7,000 shares of Pacific 
stock were without exception includ- 
ed in the original standby account. 
Moreover, the thirty-two firms taking 
participations of these amounts en- 
compassed practically all of the firms 
which might otherwise have been 
available to head competing accounts. 
In this connection we note Limbert’s 
testimony that, in his opinion, any one 
of fifteen of these firms would be 
capable of heading a syndicate to 
handle the Pacific stock. In view of 
the strength of the firms included in 
the original standby account and their 
general adherence to the 1942 ar- 
rangements, we would have no diffi- 
culty, even if there were no other 
facts, in finding that the use of the 
original standby account in connection 
with the offering of Pacific common 
stock constituted a serious limiting 
factor on the underwriting strength 
which could be brought into competi- 
tion with the Blyth group. 

However, as we have seen, Blyth 
was not content to confine its syndi- 
cate to the original standby group 
alone, and its telegram of April 9, 
1945, was accordingly sent not only 
to this original list but also to every 
house which had participated in the 
$115,000,000 bond financing of Octo- 
ber, 1944. We note particularly that 
the language used in this telegram was 
not that of a mere invitation to par- 
ticipate in the Blyth group. Instead, 
it contained a sharp reminder that the 
recipients were already considered by 
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Blyth to be members of its account.” 
We have already noted the force in- 
herent in a so-called “informal” com- 
mitment; the language employed in 
the Blyth telegram leaves no room for 
doubt as to the position of the recip- 
1ent. 

As indicated above, Limbert testi- 
fied that the firms in the Blyth syndi- 
cate were capable of handling partici- 
pations at least twice as large as those 
actually allotted to them. Since houses 
in the original standby account were 
allotted in excess of 570,000 of the 
700,000 shares of Pacific stock the al- 
location to them of the entire 700,000 
shares would have increased their par- 
ticipations by less than 25 per cent. 
Obviously, therefore, the addition of 
more than seventy firms to the ac- 
count was unnecessary from either an 
underwriting or a distributive stand- 
point. Nor are we impressed with the 
explanation that these firms had par- 
ticipated with Blyth in the bond financ- 
ings, and were thus entitled to a place 
in the group formed to purchase the 
stock. Even though we were to as- 
sume that Blyth was merely sharing 
the business with these additional 
firms, we cannot overlook the adverse 
effect upon competition of an invita- 
tion which obviously served to pre- 
émpt still further a field which had al- 
ready been narrowed excessively. 

In this connection it will be recalled 
that Limbert prepared a list of fifty 
houses outside the Blyth group which 
he believed could underwrite the 
Pacific stock offered by North Ameri- 
can. He testified that, on the basis 
of his experience as syndicate manag- 
er, he was able to estimate the extent 





12 See text of April 9, 1945, telegram quot- 
ed at p 269. 
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to which each of such houses would 
be capable of participating. On this 
basis, he assigned an aggregate of 
1,150,000 shares of Pacific stock to 
the fifty firms on his list. While at 
first glance there appears to be a 
sizable margin over and above the 
700,000 shares offered by North 
American, an examination of the list 
reveals that nine of these fifty firms 
had participated with Blyth in the 
bond financing and had thus been of- 
fered a participation in the group 
formed by Blyth to purchase the com- 
mon stock. The fact that they did 
not accept a position in Blyth’s ac- 
count would seemingly indicate that 
they were not interested in this par- 
ticular transaction. Deducting the 
350,000 shares which Limbert as- 
signed to these houses and considering 
the probability that his estimated al- 


locations represent maximum partici- 
pations, it may be seen that his list 
of available houses dwindles to a mar- 
ginal point where its ability to sub- 
mit a competitive bid is open to some 


question. Moreover, apart from the 
question of the financial capability of 
these houses to underwrite the Pacific 
stock, it is obvious that the mere com- 
pilation of an arbitrary list of fifty 
firms provides no assurance that lead- 
ership would be forthcoming to con- 
vert such a list into an effective com- 
peting account. 

As previously indicated, it is un- 
necessary for the purposes of this case 
to determine whether an additional 
group might have been formed from 
the firms outside the Blyth account. 
It is clear in any event that when 
such firms were divided between 
Lehman and Dillon Read, neither 
could have formed an account with 
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sufficient strength to handle the offer- 
ing of Pacific stock. Thus the forty- 
seven firms which accepted Lehman 
included twenty houses which were on 
Limbert’s list and the estimated un- 
derwriting capacity assigned by him 
to these twenty firms aggregated 385,- 
000 shares of Pacific common stock. 
We note that the remaining twenty- 
seven houses are small, and the fact 
that they were not included in Lim- 
bert’s list may constitute an indication 
that the underwriting capacity of these 
individual houses was not, in his view, 
substantial. In any event, we have 
no difficulty in concluding that the 
strength of the houses accepting Leh- 
man was inadequate to compete with 
the Blyth syndicate. Of the eighteen 
houses which accepted the Dillon Read 
invitation, nine were listed by Lim- 
bert. To these he assigned an esti- 
mated underwriting capacity of 350,- 
000 shares of Pacific stock. An addi- 
tional four of these eighteen firms sub- 
sequently joined the Blyth group and 
were allocated an aggregate participa- 
tion of 15,000 shares. It seems ap- 
parent that these eighteen houses 
could not have been formed into a 
syndicate capable of competing suc- 
cessfully with the Blyth group. 

In view of the uncertainty as to 
whether even one competing group 
might successfully have been formed 
and the virtual impossibility that two 
such groups could have been assem- 
bled, the events and circumstances sur- 
rounding Dillon Read’s activities on 
April 9th after Lehman entered the 
field deserve particular attention. We 
have previously noted that in all 
financings by Pacific subsequent to the 
creation of the Blyth standby account 
in 1942, including the bond financing 
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of March, 1945, Dillon Read recog- 
nized the Blyth leadership and was a 
major participant. Moreover, the rec- 
ord specifically indicates that both 
Dillon Read and Blyth considered the 
standby accounts formed in 1942 as 
being still in existence. Although 
Dillon Read was consulted by North 
American at an early stage in the plans 
to sell the Pacific stock, Fogarty testi- 
fied that at no time did representatives 
of the firm indicate to him that Dillon 
Read would or would not form an 
account to bid for the stock, nor did 
he seek any such action on their part 
until about the time of Blyth’s May 
3rd letter. Dillon Read was aware of 
the Blyth standby account and of the 
further fact that Blyth was also con- 
sulted by North American. Fogarty 


testified that he acquainted McCain, 
of Dillon Read, with the subject mat- 


ter of his discussions with Mitchell, of 
Blyth, and that in these discussions 
Mitchell had announced that his firm 
had an account which could handle 
the transaction. Egly testified, how- 
ever, that this knowledge of Blyth’s 
strong position in the field did not 
serve to arouse Dillon Read to action 
in forming an account nor was serious 
consideration given thereto until 
April 9th. His testimony as to the 
actual motivating factor for his firm’s 
action on April 9th is clear. This 
motivating factor, he asserted, was the 
attempt of Lehman to form an account. 
To this attempt Dillon Read reacted 
promptly with its telegrams of April 
9th, which constituted an action in 
apparent disregard of the 1942 under- 
standing. It should be kept in mind 
that Dillon Read was undoubtedly 
aware of Fogarty’s intention, as ex- 
pressed to this Commission, to nego- 
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tiate with Blyth and Dillon Read in 
the event that we were to grant an ex. 
emption from the provisions of Rule 
U-50. As indicated above, it was not 
until April 17th that North American 
received our informal expression of 
opinion with regard to an exemp- 
tion. 

Whatever chance may have existed 
for the formation of a second group 
vanished completely when Dillon 
Read entered the field. While osten- 
sibly deviating from the understand- 
ing of 1942 the net effect of Dillon 
Read’s action was to guarantee that 
the leadership of Blyth would go un- 
challenged. We are unable to con- 
clude that this result was not foreseen 
and intended. 

We turn now to a consideration of 
the Blyth letter of May 3rd which 
resulted from Blyth’s avowed concern 
over the lack of a competing group. 
It will be recalled that the letter of 
May 3rd informed the members of 
Blyth’s group that they were free to 
join other accounts without prejudice. 
It will also be recalled, however, that 
the letter came at a time when no ac- 
knowledged leader remained in the 
field and it was, as we have seen, 
ineffective. Although it must have 
been as obvious on April 9th as on 
May 3rd that its group was larger 
than necessary, Blyth had not been 
deterred from enlarging its standby 
account. Moreover, when complaints 
were received on the meagerness of 
anticipated allotments no firms were 
advised to join a rival account, as had 
been done in the March, 1945, bond 
financing when Halsey Stuart was if 
the field against Blyth. Thus, during 
the period when competition might in 
some degree have been nourished and 
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kept alive, Blyth’s actions had an ex- 
actly opposite effect. 

Even the action of May 3rd held 
within itself the possibility of dis- 
couraging the formation of a rival 
account. Although it was testified that 
the list of member firms was attached 
to the letter for the purpose of giving 
the members some idea of the small 
allocation of Pacific stock which they 
could expect, it would certainly serve 
to demonstrate also the great strength 
of the Blyth group and to emphasize 
the difficulty of successfully compet- 
ing with it even though it were some- 
what reduced in size. The letter it- 


self made no mention of the limited 
scale of participations to be expected. 

The May 3rd letter came as the 
culmination of a series of measures 
beginning in 1942, which progressive- 
ly precluded and stifled the possi- 


bility of effective competition. We 
have found that the understanding 
reached as to leadership in any Pacific 
financing and the effective commit- 
ment of nearly all the large houses to 
Blyth leadership in 1942 precluded the 
potential competition of the largest 
segment of investment banking 
strength. We have found also that 
the enlargement of this group at the 
moment of learning that competition 
was being attempted, and when the 
Blyth group was definitely in no need 
of additional strength, gave further 
assurance that no competing bid 
would actually appear. Finally, we 
have seen that the underwriting houses 
femaining outside the enlarged Blyth 
group were divided into two hopeless- 
ly small segments by Dillon Read’s 
sudden and short-lived entry into the 
field. In view of this history, it is not 
surprising that the members of the 
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Blyth account, without exception, 
chose to remain with Blyth notwith- 
standing the May 3rd letter. We can- 
not view that letter as more than a 
belated gesture devoid of any real 
chance to produce effective competi- 
tion. 


Price and Spread 

[4] As we have previously stated, 
the price bid by the Blyth group for 
the common stock of Pacific was 
$36.767 per share, the underwriters to 
reoffer the stock to the public at a 
price of $38.25 per share. The closing 
price of the stock on the New York 
Stock Exchange on the day the bid 
was opened was $38.375. This re- 
sulted in a spread of $1.483 per share 
and a difference of $1.608 between 
the price per share to the company 
and the closing market price of the 
stock on the day the bid was opened. 
While it is recognized that the dis- 
count off the closing market price of 
12} cents does not accrue to the un- 
derwriters, the existence of such a 
discount is of benefit to them in that 
it facilitates the marketing of the stock 
and thereby lessens the risk assumed 
in the underwriting. Therefore in 
passing upon the reasonableness of 
the spread this discount must be taken 
into consideration. The spread of 
$1.483 per share is equivalent to 3.88 
per cent of the public offering price. 
The difference of $1.608 between the 
bid price per share to the company 
and the closing market price is equiv- 
alent to 4.19 per cent of the closing 
market price. 

The record discloses that after the 
bid was opened at 3 p.m., the board 
of directors of North American did 
not accept it by 3:30 P.m., the time 
specified in the underwriting agree- 
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ment for acceptance or rejection of 
the bid. Instead, the matter was kept 
under consideration until 4:20 P.M., 
when the bid was finally accepted by 
a unanimous vote of the members of 
the board present, two members being 
absent. From Fogarty’s testimony it 
appears that the extended considera- 
tion given by the board was due to 
the fact that the bid received was dis- 
appointing to North American. 


Although the price to be paid the 
company for the stock was determined 
by Blyth, as representative of the un- 
derwriters, with the concurrence of 
the underwriters in the syndicate 
present at the final price meeting, the 
size of the syndicate necessitated that 
several price meetings be held in vari- 
ous parts of the country on the pre- 
vious day. Thus, on Monday, May 


21, 1945, meetings were held in San 


Francisco, Los Angeles, Chicago, and 
New York. The final price meeting 
was held at 2 p.m. on Tuesday, May 
22nd, and forty-eight members attend- 
ed, including all the larger partici- 
pants. At this meeting it was ap- 
parent, because of the knowledge that 
North American was engaged in 
stabilizing operations on that day, that 
the closing price would be not less 


than $38.375. 


The Blyth representative testified 
that at the price meetings the neces- 
sity for stabilizing by the syndicate 
prior to the offering * was explained 
and the members were advised that 
no other group had qualified to bid. 
It was further explained that it was 
possible that qualification could be 


waived by North American and that 
another bid could be put in up to the 
time bids were opened. We note, 
however, that in view of the history 
of the case this possibility existed in 
theory only and that for all practical 
purposes the members could rest as- 
sured that no other bid would be sub- 
mitted. It therefore appears that the 
group’s only problem in fixing a price 
to the company was to avoid having 
its bid rejected by the company or 
disapproved by us. It was the famil- 
iar problem of charging as much as 
the traffic would’ bear. 

In considering the price and spread, 
when we entered our order of May 
23rd, we had before us, in addition to 
all of the above facts and circum- 
stances, a compilation of data concern- 
ing offering prices, underwriting com- 
missions, and discounts from market 
price, with respect to all recent second- 
ary offerings of stocks. However, 
these data were useful only in a gen- 
eral way. While they did not afford 
any specific guide because none of the 
offerings was closely comparable in 
kind and amount they indicated gen- 
erally that the underwriters’ spread 
on the Pacific stock was on the high 
side and supported the statement of 
the management of North American 
that the bid was “disappointing.” The 
uninhibited operation of our Rule U- 
50 would have afforded us a most 
helpful guide as to a proper price and 
spread but since competition was fore- 
closed we were deprived of that guid- 
ance in this case. In view of these 
circumstances, we were unable to make 





18 Since there was t> be a period of twenty- 
four hours between the submission of the bid 
and the time of the proposed offering, the 
syndicate proposed to stabilize the market for 
the stock during that period. Although it was 
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not known at the time of the price meetings 
how many shares the syndicate might have to 
purchase for stabilizing purposes, it subse- 
quently developed that the syndicate thus ac- 
quired only 2,200 shares of Pacific common. 


278 





RE THE NORTH AMERICAN CO. 


the requisite statutory finding that the 
price to the company and the under- 
writers’ spread were reasonable. 

Rule U-50 was adopted as a result 
of our conclusion, among others, that 
the maintenance of competitive con- 
ditions in the sale of securities, in 
conformity with the applicable stand- 
ards of the act, was hampered by the 
practice of financing through tradition- 
al or historical bankers. It appears, 
however, from the record before us 
that the history of the Blyth syndicate 
reflects a program to maintain Blyth’s 
long-established position as underwri- 
ter with respect to the securities of 
Pacific, and that the standby account 
set up in 1942 was a major instrument 
in carrying out this program. 

The record in this case also dis- 
closes that there are in existence to- 
day numerous standby accounts for 
securities which might be issued or 
sold by registered holding companies 
and their subsidiaries, and that such 


accounts have frequently been created 
far in advance of any actual or con- 
crete proposals for such sales. Al- 
though we are not now prepared to 
say that all such standby accounts are 
necessarily improper in the context 
of Rule U-50, it does appear that the 
existence of such accounts generally 
stands as an important threat to fair 
and effective competition. There is 
a vital public interest in securing fair 
prices through such competition for 
the securities of companies subject to 
the act. This need is highlighted by 
the large volume of financing attendant 
upon the programs of the various sys- 
tems for compliance with the standards 
of § 11. In order that we may take 
appropriate steps to avoid a repeti- 
tion of this aspect of the problem with 
which we have been concerned in this 
opinion, we have instructed our Pub- 
lic Utilities Division to make a study 
of existing standby accounts in rela- 
tion to the operation of Rule U-50. 
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Re The North American Company 


File No. 70-1071, Release Nos. 6053, 6090 
September 17, 28, 1945 


genom and amendments thereto, pursuant to § 12(d) 
of the Holding Company Act, relating to the sale of com- 
mon stock of a subsidiary held by a holding company; sale at 
competitive bidding approved after reoffering. For opinion in 
connection with denial of approval of earlier bid, see ante, p. 261. 


Consolidation, merger, and sale, § 52 — Sale of subsidiary stock — Price — Un- 


derwriters’ spread. 


The price bid for common stock of a subsidiary and the underwriters’ 
spread were approved where the highest bid was $38.961 per share (an- 
other bidder offering $38.85 per share), the underwriters were to reoffer 
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the stock to the public at the market price of $40 prevailing at the time 
the bids were opened, and the final bidding was as satisfactory as could 
be expected under conditions where inhibiting factors were brought into 
play by traditional ties implicit in underwriting history. 


By the Commission: The North 
American Company, a_ registered 
holding company, having filed on 
August 22, 1945, its fifth amendment 
to its application and declaration, and 
thereafter from time to time further 
amendments, pursuant to §§ 6(a), 7, 
9, 10, and 12 of the Public Utility 
Holding Company Act of 1935, 15 
USCA §§ 79f(a) 79g, 79i, 79j, 791, 
regarding (a) the reoffering for sale 
by The North American Company, in 
accordance with the provisions of 
Rule U-50 promulgated under the 
act, of 700,000 shares of common 
stock of Pacific Gas and Electric Com- 
pany, a subsidiary company of The 
North American Company, (b) the 
application by The North American 
Company of the net proceeds of the 
proposed sale of such stock, together 
with other treasury funds, to the re- 
demption of its 606,359 outstanding 
shares of serial preferred stock, 6 per 
cent series, of the par value of $50 per 
share, at the redemption price of $55 
per share, or an aggregate expendi- 
ture of $33,349,745, plus accrued 
dividends, (c) the proposed modifica- 
tion of its loan agreement, dated Au- 
gust 3, 1943, with The Chase Na- 
tional Bank of the city of New York 
and certain other banks, and (d) the 
purchase upon the New York Stock 
Exchange, the San Francisco Stock 
Exchange and the Los Angeles Stock 
Exchange of such number of shares 
of the common stock of Pacific Gas 
and Electric Company as The North 
American Company may deem ap- 
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propriate, in order to stabilize the 
price of such shares on the day fixed 
by it for the opening of proposals for 
the purchase of said stock; and, The 
North American Company having re- 
quested that our order contain the re- 
citals specified by Supplement R of 
Chap I and § 1808(f) of Chap II of 
the Internal Revenue Code, 26 USCA 
§ 1808(f), as amended, by reciting 
that the sale by The North American 
Company of the Pacific Gas and Elec- 
tric Company common stock and the 
redemption by The North American 
Company of its serial preferred stock, 
6 per cent series, are necessary or ap- 
propriate to effectuate the provisions 
of § 11(b) of the act, 15 USCA § 79 
k(b) ; and 

The Commission having by order 
entered herein under date of Septem- 
ber 4, 1945, granted the application, 
as amended, and permitted the dec- 
laration, as amended, to become effec- 
tive subject to the condition that the 
proposed sale of the 700,000 shares 
of common stock of Pacific Gas and 
Electric Company by The North 
American Company shall not be con- 
summated until the results of com- 
petitive bidding pursuant to Rule U- 
50 shall have been made a matter of 
record in this proceeding and a fur- 
ther order shall have been entered 
herein by this Commission in the 
light of the record as so completed; 
and 

The record herein having been com- 
pleted in respect of the matters here- 
tofore reserved and it appearing that 
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The North American Company re- 
ceived two proposals from two groups 
of underwriters for the purchase of the 
700,000 shares of common stock of 
Pacific Gas and Electric Company, as 
follows : 

Price to 


Company 
8.961 


Bidder 
Dillon, Read & Co., Inc. .......... 
Blyth & Co., Inc. 


And it appearing further that The 
North American Company has ac- 
cepted the proposal of Dillon, Read 
& Co. and that said stock will be of- 
fered for sale to the public at a price 
of $40 per share resulting in an un- 
derwriters’ spread of $1.039 per 
share. 

The Commission finding that the 
sale and transfer by The North 
American Company of the said 700,- 
000 shares of common stock of Pacif- 
ic Gas and Electric Company and the 
application of the net proceeds from 
such sale, together with other funds, 
by The North American Company for 
the redemption of its outstanding 
shares of preferred stock 6 per cent 
series are necessary or appropriate to 
effectuate the provisions of § 11(b) 
of the Public Utility Holding Com- 
pany Act of 1935 and a step in com 
pliance with our order of April 14, 
1942; 

It is ordered that the application, as 
amended, be and it is hereby granted, 
and the declaration, as amended, be 
and it is hereby permitted to become 
effective forthwith, subject to those 
terms and conditions prescribed by 
Rule U-24. 

It is further ordered that the follow- 
ing transactions authorized and per- 
mitted by this order are necessary and 
appropriate to the integration or sim- 
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plification of the holding company 
system of The North American Com- 
pany, and are necessary and appropri- 
ate to effectuate the provisions of 
§ 11(b) of the Public Utility Holding 
Company Act of 1935: 

(1) the sale and transfer by The 
North American Company of 700,000 
shares of common stock, $25 par 
value, of Pacific Gas and Electric 
Company represented by Certificates 
Nos. TCl to 6,888, inclusive, and 
TF1 to 570, inclusive, to the purchas- 
ers thereof as hereinabove provided at 
$38.961 per share. 

(2) the expenditures or investment 
by The North American Company of 
the proceeds of such sale, amounting 
to $27,272,700, together with other 
funds, as a distribution by The North 
American Company in redemption of 
the 606,359 outstanding shares of its 
preferred stock, 6 per cent series, $50 
par value. 

It is further ordered that jurisdic- 
tion be and the same is hereby re- 
served over all legal fees to be in- 
curred in connection with the proposed 
transactions. [September 17, 1945.] 

An opinion will issue in due course. 


MEMORANDUM OPINION AND ORDER 
[September 28, 1945] 


This is a further opinion of the 
Commission regarding the sale by The 
North American Company (North 
American) of 700,000 shares of com- 
mon stock of Pacific Gas and Electric 
Company (Pacific). The sale was 
initially disapproved by us on May 23, 
1945,’ because of our finding that 
competitive conditions had not been 
maintained. As a consequence there- 
of, we were unable to find that the 





1 Holding Company Act Release No. 5818. 
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price and spread were reasonable. 
The history of this transaction prior 
to our order of May 23, 1945, and 
the details of the bidding on the orig- 
inal offering are set forth in full in 
our supplemental findings and opin- 
ion * issued June 18, 1945. 

By our order of September 4, 
1945, we permitted North Ameri- 
can to reoffer this stock for sale at 
competitive bidding pursuant to the 
provisions of Rule U-50 and on Sep- 
tember 17, 1945, the sale was ap- 
proved by order * without opinion. 

The record discloses that subse- 
quent to our order of May 23, 1945, 
James H. Fogarty, on behalf of The 
North American Company, indicated 
to C. E. Mitchell, of Blyth & Co., Inc., 
North American’s intention to re- 
offer the 700,000 shares of Pacific 
stock at such time as an additional 


bidding group or groups had been 
formed. Fogarty testified also that he 
had conversations with J. S. McCain 
of Dillon, Read & Co., Inc., and with 
representatives of Lehman Brothers 
and The First Boston Corporation in 


an effort to create interest in the 
formation of additional bidding 
groups. The record shows, however, 
that only Blyth and Dillon Read made 
any attempts to form accounts. 

Lee M. Limbert, the syndicate 
manager of Blyth, testified that upon 
entry of our order of May 23, 1945, 
he considered the former Blyth ac- 
count to be dissolved. Because of 
numerous inquiries from members of 
that account, however, a letter was 
written to all members on June 14, 
1945, formally dissolving the syndi- 


cate. Limbert testified that no action 
toward forming a new account was 
contemplated by his firm until such 
time as they might be given notice 
by North American of the formation 
of a competing group, since it was ob- 
vious that a reoffering would not be 
attempted until a competing account 
was in the field. Such notice was 
given by officials of North American 
on August 13, 1945. Blyth had, 
however, been aware that an account 
was being formed by Dillon Read and 
in response to inquiries from members 
of its former account, Blyth had ex- 
pressed its interest in having a com- 
peting account formed and encouraged 
such firms to join the Dillon Read 
group if invited to do so. 

Henry H. Egly, the syndicate man- 
ager of Dillon Read, testified that on 
July 26, 1945, after his firm had been 
requested by Fogarty to form an ac- 
count to bid on the- Pacific stock, in- 
vitations were sent to sixty-seven 
houses to participate in such an ac- 
count. Forty-five acceptances were 
received in response to these invita- 
tions. Feeling that the resulting 
group was not sufficiently strong to 
handle the business, Dillon Read then 
sent invitations to an additional list of 
underwriters. As a result, the bid- 
ding group of eighty-two firms was 
completed. 

Upon receipt of notice from North 
American that the Dillon Read ac- 
count had been completed, Blyth com- 
municated with a list of underwriters 
approximately identical with that 
which had comprised its former ac- 
count. In response to these invita- 





® Holding Company Act Release No. 5870, 
ante, p. 261. 
8 Holding Company Act Release No. 6027. 


* Holding Company Act Release No. 6053 
(September 17, 1945), ante, p. 279. 
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RE THE NORTH AMERICAN CO. 


tions, acceptances were received from 
112 firms. 

As indicated in our order of Sep- 
tember 17, 1945, North American re- 
cived two bids for the 700,000 
shares of Pacific stock, the Blyth 
group bidding $38.85 per share and 
the Dillon Read group bidding 
$38.961 per share. The proposal of 
the Dillon Read group was accepted 
by North American. The only dif- 
ference in the terms of the first and 
second offerings lay in the reduction 
from twenty-four hours to three hours 
of the period between the opening of 
the bids and the time designated for 
securing the order of this Commission 
which would permit the public offer- 
ing of the stock. 


The successful bid in the present 
offering involved a spread of $1.039 as 
compared with the spread of $1.483 


proposed by the former Blyth group 


in May. In addition, the Dillon Read 
bid contemplated a reoffering at the 
market price of $40 per share which 
prevailed at the time bids were 
opened ® whereas the earlier Blyth bid 
was predicated upon an offering at 4 
point off the market. The combined 
effect of the lower spread and the of- 
fering at the market price represents 
a saving to North American of 56.9 
cents per share, or a total of $398,- 
300,° as compared with the bid of the 
former Blyth group. 

In line with our previous finding 
that the size of the original Blyth 
group was excessive, it is interesting 


to note the testimony both of Limbert 
and Egly to the effect that their present 
syndicates, although distinctly smaller 
than the original Blyth group, con- 
tained underwriting and distributive 
strength in excess of the requirements 
of this offering. The Dillon Read 
group contained twenty-nine members 
of the former Blyth account. These 
twenty-nine firms had been allocated 
199,000 shares of Pacific stock in the 
original Blyth syndicate, whereas 
their allocations in the Dillon Read 
group aggregated 423,000 shares. As 
to the new Blyth account, maximum 
participations amounted to 35,000 
shares as contrasted with 25,000 
shares in the previous offering and 
the remaining levels of participa- 
tion were increased proportionate- 
ly. 

On the basis of the entire record, we 
are not satisfied that competition for 
the Pacific stock was limited by neces- 
sity to two underwriting groups; on 
the contrary, considering the size of 
the offering and the ready marketabil- 
ity of the securities, we believe that 
the free operation of competition 
might well have resulted in the forma- 
tion of more than two bidding groups. 
However, we permitted the stock to 
be sold on the basis of our conclusion 
that the final bidding was as satisfac- 
tory as could be expected under pres- 
ent conditions in view of the inhibit- 
ing factors which were brought into 
play by the traditional ties implicit in 
the long history of the original Blyth 





5Stabilizing operations were conducted by 
North American on the New York Stock Ex- 
change, the Los Angeles Stock Exchange, 
and the San Francisco Stock Exchange on 
the day on which bids were opened. A total 
of 600 shares were purchased in this manner 
by North American prior to the opening of 
the bids at noon, at which time stabilization 
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was taken over by the underwriters. 

6 Changes in market levels since the orig- 
inal offering in May resulted in aggregated 
proceeds to North American greater by ap- 
proximately $1,500,000 than would have been 
the case had the transaction been consum- 
mated at the time of the first offering. 
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account, as discussed in our earlier 
findings. 


Fees and Expenses 

The reoffering of the Pacific stock 
has entailed certain increases, esti- 
mated by North American at $36,750, 
in the fees and expenses. The ex- 
penses, including out-of-pocket ex- 
penses of Pacific arising from the pro- 
posed transaction, will be paid by 
North American, except the fee of 
counsel for the underwriters which 
will be paid by the successful bidder. 
Total estimated fees and expenses in 
connection with the entire transaction 
are shown below: 


TABLE I 


Registration fee 

Printing of registration statement, 
prospectus, exhibits, and other 
documents including temporary 


stock certificates 45,000 


Transfer agents and registrars’ fees 
and expenses 
Fees of counsel for North American 
Sullivan & Croswell, New York . 
Chichering & Gregory, California 
Fees of Counsel for underwriters 
Cahill, Gordon, Zachry & Reindel, 
New York 
Orrick, Dahlquist, Neff, Brown & 
Herrington, California 
Accountants’ fees 


The fees and expenses in the 
amounts estimated do not appear un- 
reasonable and we make no adverse 
findings with respect thereto. Ac- 
cordingly, jurisdiction heretofore re- 
served by our former order over the 
legal fees will be released. 

It is therefore ordered that jurisdic- 
tion over the legal fees reserved by our 
order of September 4, 1945 (Holding 
Company Act Release No. 6027), be 
and the same is hereby released. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Southern Gas Company 


CA-1991 
July 17, 1945 


F , Syesenaestoc for modification of certificate authorizing con- 
struction and installation of gas pipe line; granted. For 
decision on original application for certificate, see (1942) 45 
PUR(NS) 8&8, 11, and for related case before Federal Power 
Commission, see (1944) 56 PUR(NS) 65. See also post, p. 
291, for decision of Federal Power Commission subsequent to 
amendment order of Wisconsin Commission. 


Certificates of convenience and necessity, § 168 — Application for amendment — 
Matters considered — Statutory change — Gas. 


1. Subsection (4a) of § 


196.49, Wisconsin Statutes, created by enactment 


of Chap 48 of the Laws of 1943 after the entry of a Commission order 
authorizing the construction and installation of a gas transmission line, 
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is applicable in a proceeding to secure an amendment of the certificate, and 
testimony relative to the matters directed to be considered by the Commis- 
sion, pursuant to the new statute, is properly offered and received, p. 287. 


Certificates of convenience and necessity, § 104 — Gas facilities — Substitution 
of natural for manufactured gas — Public interest. 

2. The fact that natural gas will be a cheaper and better fuel than any 
manufactured gas which a local gas utility could supply to its public is 
sufficient to justify a finding by the Commission that the substitution, as 
proposed under an application for authority to construct and install a gas 
transmission line, is in the general public interest and is required by pub- 
lic convenience and necessity, unless the benefits which customers will 
receive are outweighed by disadvantages which objectors (interested in 
solid or liquid fuels) claim will result from substitution, p. 288. 


$lsss 8 88 8 


7 e 


Monopoly and competition, § 3 — Substitution of natural for manufactured gas — 
Effect on other industries. 


3. Authorization should be granted for construction of a pipe line to ob- 
tain natural gas to be substituted by a local gas utility for manufactured 
gas when this will provide a cheaper and better fuel for customers, although 
there may be some temporary disruption of business and employment of 
those engaged in the transportation, distribution, or handling of other fuels, 
which is merely one of the conditions under which all economic progress 
is attained, p. 288. 


> 


By the Commission: By order of 
April 16, 1942, 45 PUR(NS) 8, 11, 
the Commission issued to Wisconsin 
Southern Gas Company a certificate 
authorizing the construction and in- 
stallation of approximately 10 miles 
of 3-inch welded steel pipe to connect 
its facilities at Lake Geneva with the 
facilities of Natural Gas Pipeline 
Company of America at the Illinois 
state line near Genoa City, Walworth 
county, and also authorizing the con- 
struction and installation of terminal 
facilities in the city of Lake Geneva, 
all at an estimated expense of $45,000. 
The construction of the pipe line, as 
thus authorized, was delayed because 
the necessary Federal authority had 
not been obtained by Natural Gas 
Pipeline Company of America to 
make the connection above referred 
to. Accordingly, the time for exer- 
tising the authority granted by the or- 
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der of April 16, 1942, was extended 
to May 1, 1945. 

On January 9, 1945, Wisconsin 
Southern Gas Company filed an ap- 
plication for a modification of its ex- 
isting certificate so as to authorize 
the construction and installation of a 
44-inch (outside diameter) pipe line 
in lieu of the 3-inch pipe line previous- 
ly authorized. 

Hearing pursuant to notice before 
the members of the Commission at 
Madison on February 8, 9, and 10, 
1945. 


Under date of April 20, 1945, the 
Commission ordered further hearing 
directed to the question of whether 
the supply of natural gas that will be 
made available to the Wisconsin 
Southern Gas Company by means of 
the proposed pipe line was sufficient 
to enable that utility to continue its 
service to the public by the distribu- 
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tion of natural gas instead of manu- 
factured gas for the period of time 
necessary to justify the proposed 
change from manufactured to natural 
gas. Such further hearing was held 
on May 25, 1945, with the members 
of the Commission presiding. 

Following are the appearances at 
either or both of the hearings as above 
noted : 

Charles E. Stege, Helmer Hansen, 
Chicago, and Carl A. Altenbern, 
Manager, Burlington, for Wisconsin 
Southern Gas Company. 

Interveners in support of the ap- 
plication : 

Hugh L. Burdick, City Attorney, 
Lake Geneva, for city of Lake Gen- 
eva; Arthur E. Hanson, Fontana, for 
village of Fontana; Emery F. Yaeger, 
Williams Bay, for Geneva Lake Prop- 
erty Owners’ Association and Dela- 


van Lake Improvement Association ; 
William F. Corbett, Member of the 
Board of Trustees, Williams Bay, for 
Williams Bay; E. M. Rice, Delavan, 
for city of Delavan; Frederic Sam- 
mond, Attorney, Milwaukee, for Mil- 
waukee Gas Light Company. 


In opposition : 

Philip H. Porter, Attorney, Madi- 
son, for Wisconsin Coal Bureau, Inc., 
and Wisconsin-Upper Michigan Fuel 
Dealers Association; A. J. Christian- 
sen, Chicago, for Middle States Fuels, 
Inc.; A. R. McDonald, Madison, and 
Amos Mathews, Attorney, Chicago, 
for Wisconsin Railroad Association 
(Unincorporated) ; Harold V. Scott, 
Terre Haute, Indiana, and C. C. 
Lydick, Managing Director, Terre 
Haute, Indiana, for Coal Trade Asso- 
ciation of Indiana; Padway & Gold- 
berg, Attorneys, by Alfred G. Gold- 
berg, Milwaukee, for Wisconsin State 
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Federation of Labor, Associated Coke 
Plant Employees, Coal & Ice Drivers’ 
Union Local 257, Coal Yard Em. 
ployees’ Union Local 239, Wisconsin 
Drivers’ Council, Coal Dock Work- 
ers’ Union Local 1343, Coal Dock 
Workers’ Union Local 1481, Long. 
shoremen’s District Council of Su- 
perior and Duluth, and Lake Michi- 
gan District Council of Coal Dock 
Workers; Gardner R. Withrow, 
Madison, for Brotherhood of Rail- 
road Trainmen, W. R. McCabe, 
Chairman of Brotherhood of: Loco- 
motive Firemen & Enginemen, and 
H. J. Ripp, Chairman of Brotherhood 
of Railway Clerks & Steamship Em- 
ployees; Thomas J. McGrath, Wash- 
ington, D. C., for National Coal Asso- 
ciation, Southern Building, Washing- 
ton, D. C., United Mine Workers of 
America, Brotherhood of Locomotive 
Engineers, Brotherhood of Locomo- 
tive Firemen and Enginemen, Switch- 
men’s Union of North America, and 
Order of Railway Conductors; How- 
ard W. Vesey, Washington, D. C,, 
for Northern Illinois Coal Trade As- 
sociation, Chicago, Illinois; Charles 
W. Stadell, Chicago, for Illinois Coal 
Traffic Bureau, Central Illinois Dis- 
trict Coal and Traffic Bureau; R. H. 
Cowan, Chairman, Wisconsin Legis- 
lative Board, Adams, for Brotherhood 
of Locomotive Engineers; Frank 
Gloek, Superior, for Longshoremen’s 
District Council of Duluth and Su- 
perior and Coal Dock Workers’ 
Union of Superior; Walter Hohler, 
West Allis, for Associated Coke Plant 
Employees Coke and Gas Workers’ 
Union 1845; M. J. Clancy, Milwat- 
kee, for Solid Fuels Institute; W. H. 
Schmitt, Chicago, for International 
Brotherhood of Firemen & Oilers; 
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Frank White, Milwaukee, for Coal 
Dock Workers, and Lake Michigan 
District Dock Workers. 

As their interests may develop: 

Charles W. Babcock, First Assist- 
ant City Attorney, Milwaukee, for 
city of Milwaukee. 

Of the Commission staff : 

H. T. Ferguson, Chief Counsel, H. 
]. O'Leary, Chief, Rates and Re- 
sarch Department, and Warren 
Oakey of the Engineering Depart- 
ment. 

Briefs were filed. 

[1] Subsequent to the entry of the 
order of April 16, 1942, supra, the 
legislature enacted Chap 48 of the 
Laws of 1943 which created subsec- 
tion (4a) of § 196.49, Wisconsin 
Statutes. This enactment provides in 
substance that no public utility shall 
construct or install facilities designed 
for the substitution of natural for 
manufactured gas in the service fur- 
nished by such utility to the public 
unless this Commission shall have 
found and certified that the general 
public interest and public convenience 
and necessity requires the same and 
the Commission has issued a certifi- 
cate to that effect. The section fur- 
ther requires that in making its de- 
termination in this respect the Com- 
mission shall give due consideration 
to all matters affecting the public in- 
terest including the social and eco- 
nomic effects of the proposed substi- 
tution by reason of its effect upon 
employment, existing business and in- 
dustries, railroads, and other trans- 
portation agencies and facilities, the 
state, any of its political subdivisions, 
or any of its citizens or residents 
thereof. 


While it was urged that the enact- 
287 


ment above referred to is not prop- 
erly applicable to the construction or 
installation here involved, in view of 
the fact that what is now requested 
is merely an amendment of a certifi- 
cate which was granted prior to the 
effective date of the enactment, we 
think that said § 196.49(4a) is ap- 
plicable and that testimony relative to 
the matters directed to be considered 
by the Commission was properly of- 
fered and received. The Commis- 
sion’s decision in this case is made 
after and upon due consideration of 
all the evidence thus offered and re- 
ceived. 

From the standpoint of the utility 
and the service which it furnishes to 
the public, the evidence furnishes no 
good reason why the certificate should 
not be amended to authorize the con- 
struction of a 44-inch pipe line instead 
of a 3-inch pipe line. The difference 
in cost is comparatively trifling but 
the capacity of the larger pipe is more 
than twice that of the smaller pipe 
previously authorized. Accordingly, 
the considerations which prompted 
the grant of the certificate issued un- 
der date of April 16, 1942, supra, in 
this proceeding apply with even great- 
er force to the construction and instal- 
lation as now proposed. 


Strenuous objection to the grant of 
any amendment to the existing certifi- 
cate was voiced on behalf of the rail- 
roads operating in Wisconsin and of 
persons engaged in one way or an- 
other in the transportation, distribu-‘ 
tion, or handling of coal and other 
solid or liquid fuels. It would serve 
no useful purpose to summarize the 
testimony adduced in support of such 
objections. Some of it is highly tech- 
nical. Suffice to say that evidence was 
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adduced by the objectors in support 
of two alleged facts : 

1. That the supply of natural gas 
available to Natural Gas Pipeline 
Company of America is not sufficient 
to justify the proposed substitution of 
natural for manufactured gas by Wis- 
consin Southern Gas Company in the 
furnishing of its product and service 
to the public. 

2. That the introduction of natural 
gas into Wisconsin tends to injure the 
business or lessen the employment of 
the objectors and thus is contrary to 
the public interest and cannot be re- 
quired by public convenience and ne- 
cessity. 

While the supply of gas available to 
Natural Gas Pipeline Company of 
America is to some extent a matter 
of speculation, we are satisfied from 
the evidence that if Wisconsin South- 


ern Gas Company can succeed in ob- 


taining service from Natural Gas 
Pipeline Company of America, that 
service will continue in adequate vol- 
ume for a period of considerably more 
than ten years. In view of the sav- 
ings to Wisconsin Southern Gas Com- 
pany which will result from a substi- 
tution of natural for manufactured 
gas, and which saving will in large 
part inure to the benefit of the public 
served by that utility, we are satis- 
fied that such substitution is justified. 

[2,3] As far as the public interest 
and the other matters required to be 
considered under the provisions of 
§ 196.49(4a), Statutes, are con- 
cerned, the evidence establishes to our 
satisfaction that nautral gas will be 
a cheaper and better fuel than any 
manufactured gas which Wisconsin 
Southern Gas Company could supply 
to its public. That fact alone is suf- 
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ficient to justify a finding by this 
Commission that the substitution as 
proposed is in the general public in- 
terest and is required by public con- 
venience and necessity; unless the 
benefits which the customers of a util- 
ity will receive as a result of such sub- 
stitution are outweighed by the al- 
leged disadvantages which the objec- 
tors claim will result from that sub- 
stitution. 

It is claimed, for example, that if 
natural gas is substituted for manu- 
factured gas in the territory supplied 
by Wisconsin “Southern Gas Com- 
pany, shipments of coal by the Chi- 
cago and North Western Railway 
Company on its branch line between 
Genoa Junction and Lake Geneva and 
Williams Bay will so decrease in 
amount that this branch line may be 
abandoned and the two places named 
may be left without railroad service. 
Also, it is contended that employment 
and business of those engaged in the 
transportation, distribution, or han- 
dling of fuel will lessen and suffer by 
reason of the substitution of natural 
for manufactured gas by Wisconsin 
Southern Gas Company. 


We think that the disadvantages 
thus alleged are shown to be merely 
fears rather than facts. While there 
may be some temporary disruption of 
business and employment as a result 
of the substitution of natural for 
manufactured gas by Wisconsin 
Southern Gas Company, this is mere- 
ly one of the conditions under which 
all economic progress is attained. We 
are satisfied that the introduction of 
natural gas into the territory served 
by Wisconsin Southern Gas Company 
will tend to the economic benefit of 
all of the portion of the public which 
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sides within that territory. This 
wentually will redound to the inter- 
st not only of the railroads but like- 
yise to the public generally even 
though it may result in the sale, dis- 
tribution, or handling of less coal or 
gther solid or liquid fuels. 

We conclude, therefore, after due 
md full consideration of all matters 
affecting the public interest as re- 
qired by § 196.49(4a), Statutes, that 
the substitution of natural for manu- 
factured gas by Wisconsin Southern 
Gas Company in the service furnished 
by that utility to the public is required 
by the public interest and by public 
convenience and necessity. 

The Commission therefore finds : 

1. That the construction and instal- 
htion by Wisconsin Southern Gas 
Company of a 44-inch (outside diam- 
eter) welded steel pipe line between 
Lake Geneva and the state line to con- 
nect at the latter point with the facili- 
ties of the Natural Gas Pipeline Com- 
pany of America, and the construction 
of terminal facilities by said Wiscon- 
sin Southern Gas Company in Lake 
Geneva as specified in the application 
herein, all at the estimated cost of 
$55,000, is required by public conven- 
ence and necessity ; and that the com- 
pletion of such project will not sub- 
stantially impair the efficiency of the 
service of Wisconsin Southern Gas 
Company as a public utility, will not 
provide facilities unreasonably in ex- 
tess of possible future requirements, 
and will not, when placed in opera- 
tion, add to the cost of service with- 
out proportionately increasing the 
Value or available quantity thereof. 

2. That the construction, installa- 
tion, and operation of such pipe line 
and terminal facilities and the sub- 

[19] 
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stitution of natural gas for manufac- 
tured gas for distribution and sale to 
the public by said Wisconsin South- 
ern Gas Company is required by the 
general public interest and public con- 
venience and necessity. 

3. That a certificate authorizing the 
construction and installation of the 
pipe line and terminal facilities above 
referred to should be issued subject 
to the conditions as therein set forth. 


Certificate 


It is therefore hereby certified : 

1. That the general public interest 
and public convenience and necessity 
require the addition to the utility 
plant of Wisconsin Southern Gas 
Company of the pipe line and terminal 
facilities hereinafter specified for the 
purpose of connecting its properties 
and system to a source of supply for 
natural gas; and likewise require that 
said Wisconsin Southern Gas Com- 
pany substitute natural gas in lieu of 
manufactured gas for distribution and 
sale to the public served by said util- 
ity. 
2. That Wisconsin Southern Gas 
Company be and is hereby authorized 
to construct a 44-inch (outside diam- 
eter) welded steel pipe line and the 
terminal facilities at Lake Geneva, 
Walworth county, described in the 
foregoing findings subject, however, 
to the following conditions, compli- 
ance of each of which is required in 
order to make this certificate effective 
for any purpose: 

A. That the construction of said 
pipe line shall commence not later 
than six months subsequent to the 
grant by the Federal Power Commis- 
sion to Natural Gas Pipeline Company 
of America of authority to furnish 
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natural gas to Wisconsin Southern 
Gas Company at and by means of the 
connection between the facilities of 
said Natural Gas Pipeline Company 
of America and Wisconsin Southern 
Gas Company at the state line near 
Genoa City, Walworth County. 

B. That before commencing any 
such construction applicant shall file 
with and obtain the approval of this 
Commission of detailed plans for the 
terminal facilities proposed to be con- 
structed at Lake Geneva, and also de- 
tailed plans or statement of the meth- 
od and procedure proposed to be taken 
and employed for converting customer 
appliances so as to make the use of 
natural gas available thereby, together 
with detailed estimates, and bids 
where taken, with respect to any such 
construction or conversion or the ex- 
penditure connected therewith. 

C. That upon completion of the 
. contemplated work a detailed state- 
ment showing the actual costs of all 
principal units of property shall be 
submitted to this Commission. 

D. That before commencing the 
construction of any property here- 
under, applicant shall ascertain that 
Natural Gas Pipeline Company of 
America is or has been authorized 
and permitted by the proper agency 
of the government of the United 
States to furnish and supply applicant 
with sufficient quantities of natural 


gas, adequate to meet applicant’s pres 
ent and reasonably expected future r 

quirements; and that applicant filg 
with the Commission evidence of sy 

permission or authority, together wi 

contracts entered into with said Nat 
ural Gas Pipeline Company, whi 

contract shall be subject to the ap 
proval of this Commission. 


ORDER 


It is ordered: 

1. That upon the exercise of the ay 
thority granted in and by the forego 
ing certificate and compliance with th¢ 
conditions thereof, or as may be here 
after prescribed, the applicant be and 
is hereby authorized to substitute nat 
ural gas for manufactured gas in thd 
furnishing of its utility service; sub 
ject, however, to the proper and law 
ful regulation of the applicant as to 
standards and adequacy of service and 
the rates to be charged therefor. 

2. That jurisdiction of the subject 
matter of this proceeding is retained 
for the purpose of passing upon the 
compliance by applicant with the con- 
ditions attached to the foregoing cer: 
tificate, and upon the propriety an 
terms of any dismantlement of appli; 
cant’s existing gas manufacturing 
plant or -facilities; and also for th 
purpose of modifying the certificate 0 
authority hereby issued as the Com 
mission may deem proper. 
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FEDERAL POWER COMMISSION 


Re Wisconsin Southern Gas Company 


Opinion No. 118-A, Docket Nos. G-236, G-536 
September 4, 1945; rehearing denied October 26, 1945 


PPLICATION by gas distributing company for order pursuant 

to § 7 of the Natural Gas Act directing pipe-line company 

to extend facilities, establish physical connection, and sell gas 
for distribution, and application for certificate of public conven- 
tence and necessity to construct gas transmission line; on re- 


hearing application granted. 


For earlier order, see (1944) 56 


PUR(NS) 65. For related cases before Wisconsin Commis- 
sion, see (1942) 45 PUR(NS) 8, 11, and ante, p. 284. 


Monopoly and competition, § 3 — Substitution of natural gas for manufactured 
gas — Effect on other industries. 
The public interest will best be served by substitution of natural gas for 
manufactured gas in the operations of a local gas utility seeking a connec- 
tion with an interstate natural gas company, where this will provide cus- 
tomers with an assured source of supply, will assure maintenance and con- 
tinuity of adequate service, and will result in lower rates to the benefit of 
the public and where the benefits to the public in the area to be served far 
outweigh potential losses asserted by representatives of coal, railroad, and 
labor interests who contend that this will result in displacement of coal, 


APPEARANCES: Helmer Hansen 
and Charles E. Stege, for applicant, 
Wisconsin Southern Gas Company ; 
Harry S. Littman and William L. 
Brunner, for Federal Power Commis- 
sion; J. J. Hedrick, for Natural Gas 
Pipeline Company of America; Tom 
]. McGrath and James W. Haley, for 
National Coal Association; Tom J. 
McGrath and Welly K. Hopkins, for 
United Mine Workers of America; 
Tom J. McGrath, for Brotherhood of 
Locomotive Engineers, et al.; Amos 
M. Mathews and A. R. McDonald, for 
Wisconsin Railroad Association, et 
al.; Charles W. Babcock, for city of 
Milwaukee, Wisconsin; Philip H. 
Porter, for Wisconsin Coal Bureau, 
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Inc., et al.; Martin H. Miller, for 
Brotherhood of Railroad Trainmen; 
Alfred Berman, of Guggenheimer & 
Untermyer, for Fred J. Young, et al.; 
Padway & Goldberg, by A. G. Gold- 
berg, and James Glenn, for Associated 
Coke Plant Employees, et al. ; Charles 
W. Stadell, for Illinois Coal Traffic 
Bureau; C. C. Lydick and Harold V. 
Scott, for Coal Trade Association of 
Indiana, et al.; Howard W. Vesey 
and A. J. Christiansen, for Northern 
Illinois Coal Trade Association, et al. ; 
Amos M. Mathews and Roy S. Kern, 
for the Baltimore and Ohio Railroad 
Co., et al.; A. R. McDonald and Amos 
M. Mathews, for Wisconsin State 
60 PUR(NS) 
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Legislative Board of the Order of Rail- 
way Conductors, et al. 


By the Commission: On No- 
vember 27, 1944, we granted a rehear- 
ing on our order of October 3, 1944, 
56 PUR(NS) 65, dismissing the ap- 
plications of Wisconsin Southern Gas 
Company,' filed on February 24, 1942, 
in Docket No. G—236, and March 29, 
1944, in Docket No. G—536. 

The Applicant seeks in Docket No. 
G-—236 an order pursuant to § 7(a) 
of the Natural Gas Act directing Nat- 
ural Gas Pipeline Company of Amer- 
ica * to extend its transportation facil- 
ities to establish connection of such 
facilities with those of Applicant at the 
Illinois-Wisconsin state line near 
Genoa City, Wisconsin, and to sell 
natural gas to applicant for distribu- 
tion in southeastern Wisconsin. 

The application in Docket No. G— 
536 is for a certificate of public con- 
venience and necessity pursuant to 
§ 7(e) of the act to authorize Appli- 
cant to construct and operate a 44-inch 
outside diameter natural gas trans- 
mission main extending northward 
from such connection for a distance of 
50,000 feet to Applicant’s existing 
facilities at Lake Geneva, Wisconsin, 
together with the necessary appurten- 
ant facilities. 

The proceedings in Docket Nos. 
G-236 and G—536 were consolidated 
by order of April 18, 1944, and, after 
appropriate notice, hearings were held 
commencing on May 11, 1944, and 
concluding on May 15, 1944, followed 
by oral argument on July 12, 1944, 
before the Commission sitting en banc. 


By our order of November 27, 
1944, after appropriate notice, a fur- 
ther hearing with respect to the above 
matters was duly convened on Jan- 
uary 18, 1945, and concluded on the 
same day. 

The Applicant. is engaged in the 
manufacture of gas and its transporta- 
tion and distribution to consumers in 
a number of municipalities in Racine 
and Walworth counties in Wisconsin, 
including Burlington, Lake Geneva, 
Delavan, and Elkhorn.* Applicant 
seeks to substitute natural gas for 
manufactured gas now being served 
to its consumers in the aforementioned 
communities. 

In our Opinion No. 118 and accom- 
panying order of October 3, 1944, 
(cited below) dismissing the applica- 
tions with respect to the above docket- 
ed matters, we found upon the evi- 
dence then before us that: 


“ . . the record clearly shows 
that the city of Burlington has not au- 
thorized the proposed change-over 
from artificial to natural gas. More 
than one-fourth of Applicant’s custom- 
ers are located in that city—the 
largest of the communities served by 
it. Although authorizations have 
been granted by certain other com- 
munities, it is evident from the record 
that the proposed project would not 
be undertaken if the market in Bur- 
lington is unavailable,” 


and concluded that: 

“In the light of the foregoing cir- 
cumstances, should we find that it is 
desirable or necessary to ‘direct’ the 
extension and physical connection of 





1 Hereinafter referred to as “Wisconsin 
Southern” or “Applicant.” 

2 Hereinafter referred to as “Pipeline Com- 
pany.” 


8 Opinion No. 118 adopted October 3, 1%4, 
56 PUR(NS) 65. 
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facilities requested by Applicant? We 
think not. Obviously we cannot com- 
pel local distribution of natural gas. 
State and local authorities have re- 
sponsibility over such = of the 
company’s business. 

“In the circumstances, we think it 
is inappropriate to find that the action 
which we are requested to take pur- 
suant to § 7(a) is ‘necessary or desir- 
able in the public interest.’ In view 
of this conclusion, it would appear un- 
necessary to discuss the other aspects 
of these proceedings.” (56 PUR 
(NS) at pp. 68, 69.) 

During the course of the rehearing 
evidence was adduced to the effect 
that the council of the city of Burling- 
ton, Wisconsin, had authorized the 
substitution of natural gas for manu- 
factured gas in that city by ordinance 
adopted October 30, 1944, whereby 
the Applicant, or its successors or as- 
signees, was permitted to substitute 
natural gas in lieu of manufactured 
gas for distribution and sale in that 
city.* 

Additional evidence was also pre- 
sented bearing upon Wisconsin South- 
ern Gas Company’s application filed 
January 9, 1945, for a modification 
of its certificate of authority issued 
by the Wisconsin Public Service 
Commission on April 16, 1942, 45 


PUR(NS) 8, 11. The original cer- 
tificate of authority, issued by the 
Wisconsin Commission, authorized 
the construction by Applicant of 10 
miles of a 3-inch outside diameter 
pipe line to connect its facilities at 
Lake Geneva with those of Pipeline 
Company at the IIlinois-Wisconsin 
state line at a point near Genoa City, 
together with terminal facilities at 
Lake Geneva, and permitted the sub- 
stitution of natural gas for manufac- 
tured gas.® 

Wisconsin Southern, by its appli- 
cation of January 9, 1945, to the Pub- 
lic Service Commission of Wisconsin 
for modification of its certificate of 
April 16, 1942, sought authorization 
to construct and operate a 44-inch 
outside diameter pipe line in lieu of 
the 3-inch pipe line. By such appli- 
cation Applicant also requested a de- 
termination by the Wisconsin Com- 
mission as to whether or not the 
amendatory § 196.49(4a) of the Wis- 
consin Public Utilities Act, effective 
April 17, 1943, was applicable with 
respect to its certificate of authority 
of April 16, 1942.° 

Since the termination of the hear- 
ing before this Commission, the Wis- 
consin Commission has had occasion 
to pass upon the above question and 
modification of Applicant’s original 





*Section 196.58 (6): “No public utility 
furnishing and selling gaseous fuel to the 
public shall change the character or kind of 
such fuel by substituting for manufactured 
gas any natural gas or any mixture of nat- 
ural and manufactured gas for distribution 
and sale in any town, village or city unless 
the municipal council thereof shall, by au- 
thorization, passage, or adoption of appro- 
priate contract, ordinance, or resolution, ap- 
prove and authorize the same. No such con- 
tract, ordinance or resolution, nor any failure 
or refusal by such municipal council to au- 
thorize, pass, or adopt the same shall be sub- 
ject to the review provided by subsection (4) 
of this section.” 
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5 Re Wisconsin Southern Gas Co. (1942) 
45 PUR(NS) 8, 11. 

6 Section 196.49(4a) provides in part that 
the municipal council shall have first approved 
and authorized such substitution, pursuant to 
§ 196.58 (6) before a certificate of public con- 
venience and necessity may be issued there- 
for by the Wisconsin Commission, and that 
in determining whether a certificate should be 
issued due consideration is to be given to the 
social and economic effects of the proposed 
substitution upon employment, existing busi- 
ness and industries, railroads, and other trans- 
portation agencies and facilities, the state, any 
of its political subdivisions, or any citizen or 
resident thereof. 
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certificate of authority of April 16, 
1942. The Wisconsin Commission 
concluded that Applicant’s request to 
amend its certificate of authority was 
subject to the amendatory section. 
That Commission, after due and full 
consideration of all matters affecting 
the public interest as required by said 
section, further concluded that the 
substitution of natural gas for manu- 
factured gas by Wisconsin Southern 
in the service furnished by Wisconsin 
Southern to the public is required by 
public interest and by public con- 
venience and necessity.” 

Applicant now has both local and 
state authorization to substitute nat- 
ural gas in lieu of manufactured gas 
in the various communities which it 
now serves in the state of Wisconsin, 
in conformance with the Wisconsin 
Public Utilities Act. It is therefore 
appropriate that we consider the is- 
sues presented by reason of the appli- 
cations filed pursuant to § 7 of the act, 
and reconsider our previous action. 


Jurisdiction 


In our former opinion we found 
that the evidence clearly established 
the jurisdiction of the Commission to 
entertain the applications; that the 
Pipeline Company is a “natural-gas 
company” within the meaning of the 
Natural Gas Act, and that Applicant, 
upon completion and operation of the 
proposed facilities, would be a “nat- 
ural-gas company” within the mean- 
ing of the act. What we said there 
with respect to our jurisdiction is 
equally applicable here, and needs no 
reiteration. 


Present Operations 


Applicant, from its gas manufactur- 
ing plant located in Burlington, serves 
approximately 4,000 gas customers in 
Walworth and Racine counties, Wis- 
consin, with 530 stu carbureted wa- 
ter gas. The area served is essential- 
ly an agricultural and summer resort 
region. 

The record before us conclusively 
shows that Applicant’s manufactured- 
gas plant is inadequate and undepend- 
able to meet its present and future sys- 
tem requirements. Its existing plant 
could be put into satisfactory operat- 
ing condition at a cost of $48,000, and 
additional manufacturing gas _facil- 
ities of adequate capacity could be in- 
stalled for approximately $142,600. 
On the other hand, such expenditures 
do not appear to be economically feasi- 
ble due to the fact that Applicant’s 
average annual return on a claimed 
rate base in recent years has approxi- 
mated only 2 per cent. The inad- 
equacy of its present plant and cost of 
rehabilitation are among the aspects 
emphasizing the need for substitution 
of natural gas in lieu of manufactured 
gas in order that Applicant may con- 
tinue to maintain adequate gas service 
in the communities which it now 
serves. 


Proposed Operations 


Applicant proposes to discontinue 
the manufacture of water gas and con- 
vert its system to use straight natural 
gas ® after completion of the connec- 
tion with Pipeline Company at the 
Illinois-Wisconsin state line and the 


Applicant’s 44-inch line. The esti- 





7 Opinion of the Public Service Commission 
a. Wisconsin adopted July 17, 1945, ante, p. 
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8 The introduction of natural gas would 
substitute gas having a heating value of 104 
BTU per cubic foot in lieu of the present 
530 sru manufactured gas. 
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mated cost of the pipeline and appur- 
tenances to be constructed by Appli- 
cant is $55,000, to be financed from 
cash on hand.® The estimated cost of 
converting its customer’s appliances is 
$24,000. 

Pipeline Company will be required 
to construct approximately 6,000 feet 
of 34-inch and 44-inch pipe line ex- 
tending from a point on its 20-inch 
line near Richmond, Illinois, to the 
proposed connection with Applicant on 
the Illinois-Wisconsin state boundary 
and in addition complete two railroad 
crossings on the above-mentioned 20- 
inch line. It is estimated that such 
construction will cost Pipeline Com- 
pany $20,622. 

The Pipeline Company has ex- 
pressed its willingness to make the 
proposed interconnection with Appli- 
cant’s facilities, if directed to do so 
by order of the Commission, and to 
sell to Applicant its entire natural gas 
requirements at rates currently on file 
with the Commission. 

One of the reasons urged by Appli- 
cant for the granting of the application 
is that costs of operation and rates 
would be reduced as a result of the 
introduction of natural gas. Appli- 
cant’s manufactured gas production 
expense in 1943 was $85,265, or 514 
cents per thousand cubic feet of 530 
stu gas. The record discloses that 
an equivalent volume of natural gas 
could be obtained from the Pipeline 
Company under its existing whole- 


sale rate schedule for firm gas for 
$12,170 (14 cents per thousand cubic 
feet), a saving of approximately 
$73,000. The reduced rates which 
Applicant proposes to charge for nat- 
ural gas would result in a saving to 
customers of $38,438 ™ per year based 
on 1943 sales, after payment of the 
state natural gas use tax of 7 cents 
per thousand cubic feet. A large part 
of such saving would inure to res- 
idential consumers from whom Appli- 
cant receives approximately three- 
fourths of its total revenues. 

It is noted that the Applicant has in- 
formally submitted to the Wisconsin 
Commission proposed reduced rates 
for natural gas service in lieu of its 
existing rates. 


Reserves-Ability of Pipeline Company 
to Supply Natural Gas 


Applicant proposes to obtain its 
natural gas supply from the Pipeline 
Company, which company obtains 75 
per cent of its gas supply from its af- 
filiate, Texoma Natural Gas Company, 
and 25 per cent from Colorado Inter- 
state Gas Company, both of which se- 
cure their natural gas supply from the 
Panhandle field in Texas. 

The following tabulation shows 
Applicant’s estimated annual and 
peak day natural gas requirements 
from the Pipeline Company upon the 
construction and operation of the pro- 
posed facilities. 





%In 1942 Applicant sold $50,000 of common 
stock to its parent company, American Utili- 
ties Service Corporation, which sum is avail- 
able to finance the construction. 


10 Before use tax, the saving would be 
$43,618. 
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Present 
Needs 12 
Peak Day Requirements 
M cu. ft./Day 
Total Gas Purchased 
M cu. ft./Year 


Gas Sales M cu. ft./Year 
Company Use M cu. ft./Year .. 
Unaccounted for 


72,500 
1,500 
5 


lst Year 
400 522 647 788 857 


105,000 
89,500 
1,500 
14,000 


Post War Period 


2nd Year 3rd Year 4th Year 5th Year 


212,000 
194,500 
1,500 
16,000 


138,000 
121,500 
1,500 
15,000 16,000 


172,500 


155,000 
1,500 


238,000 





87,500 


We are convinced that Pipeline 
Company through its affiliate Texoma 
Natural Gas Company and Colorado 
Interstate Gas Company has sufficient 
reserves to supply the natural gas re- 
quirements of the Applicant for many 
years, and that such delivery will not 
materially affect the life of Pipeline 
Company’s available reserves because 
the quantity is comparatively small as 
related to its total reserves. 

The record shows that the delivery 
of Applicant’s peak day requirements 
which are less than one-half of one 
per cent of the total rated capacity of 
Pipeline Company’s transmission sys- 
tem, will place no undue burden on 
that company, nor impair its ability to 
render adequate service to its custom- 
ers.” 


Public Convenience and Necessity 


Interveners, representing coal, rail- 
road, and labor interests, oppose the 
granting of the applications in these 
proceedings and contend that such ac- 
tion will result in the displacement of 
coal, thereby affecting their interests. 
However, we have carefully examined 
the record and find that the benefits 
to the public in the area to be served 
far outweigh the potential losses as- 
serted by the interveners, which at 
best are highly conjectural. 


105,000 


138,000 172,500 


Moreover, the communities of Bur- 
lington and Brown’s Lake in Racine 
county, and Lyons, Springfield, Lake 
Geneva, Elkhorn, Delavan, Delavan 
Lake, Darien, Williams Bay, Fontana, 
and Walworth, all in Walworth 
county, have expressed their desire for 
natural gas service, and have author- 
ized its substitution in lieu of manu- 
factured gas. 

The Public Service Commission of 
Wisconsin, in its opinion of July 17, 
1945, ante, p. 285, expressed itself 
with respect to the substitution of 
natural gas in lieu of manufactured 
gas as it affects the public interest of 
the communities referred to as follows: 

“We are satisfied that the introduc- 
tion of natural gas into the territory 
served by Wisconsin Southern Gas 
Company will tend to the economic 
benefit of all of the portion of the pub- 
lic which resided within that territory. 
This eventually will redound to the in- 
terest not only of the railroads but 
likewise to the public generally even 
though it may result in the sale, dis- 
tribution, or handling of less coal or 
other solid or liquid fuels.” 

The Wisconsin Commission, in 
making this declaration, stated that it 
had given consideration to all of the 
evidence with respect to the social and 
economic effects of the proposed sub- 


212,000 





4 The estimated present needs are the 1943 
manufactured gas requirements reduced in the 
ratio of the heating value of manufactured 
gas to the heating value of natural gas. 
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12Rated capacity of Pipeline Company, 
265,000 thousand cubic feet per day. 
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stitution upon employment, existing 
business and industries, railroads, and 
other transportation agencies and facil- 
ities. 

The introduction of natural gas as 
proposed by the Applicant will pro- 
vide the people of Southeastern Wis- 
consin with an assured source of sup- 
ply and will insure the maintenance 
and continuity of adequate gas serv- 
ice. Additionally, it will also result 
in lower rates to the benefit of the 
general public. We conclude that the 
public interest will be best served by 
the substitution of natural gas for 
manufactured gas. 


Conclusion 


After carefully weighing the testi- 
mony and other evidentiary matter, 
we are constrained to hold that the 
public interest requires that the Nat- 
ural Gas Pipeline Company of 
America be directed to extend its 
transportation facilities and establish 
a physical connection of such facilities 
with those proposed by the Wisconsin 
Southern Gas Company, and deliver 
and sell natural gas to Applicant for 
distribution in those communities in 
southeastern Wisconsin in which it 
has been authorized to sell natural 
gas. 

In this connection it is noted that 
Pipeline Company’s 20-inch line above 
referred to, extending from a point 
beginning at its Geneseo compressor 
station northward for approximately 
29 miles to a point just southwest of 
the Illinois-Wisconsin state line near 
Burlington, Wisconsin, was in place 
but not in operation on February 7, 
1942, Therefore, the construction 
and operation of such pipe-line facil- 
ities was not validated by our certifi- 


cate of public convenience and neces- 
sity issued on October 13, 1942, in 
Re Natural Gas Pipeline Co. Docket 
No. G-235. 

Our action in this matter is not to 
be construed as validating the opera- 
tion of the said 20-inch line except as 
required to make the deliveries or- 
dered herein or as may otherwise be 
specifically authorized by order of this 
Commission, nor shall it be inter- 
preted as approving the operation of 
such line in accordance with the pro- 
posal of Pipeline Company in Re 
Natural Gas Pipeline Co. and Texoma 
Nat. Gas Co. Docket No. G-651. 

We further find that the proposed 
construction and transportation of 
natural gas by Wisconsin Southern 
Gas Company will be required by the 
present and future public convenience 
and necessity. Wisconsin Southern 
has shown that it is able and willing 
properly to do the acts and perform 
the service proposed and to conform to 
the provisions of the act and the re- 
quirements, rules and _ regulations 
thereunder. 

An appropriate order will be en- 
tered in conformity with this opinion. 


ORDER 


Upon consideration of the applica- 
tions in the above-entitled proceedings 
and the record thereon, the Commis- 
sion having on this date adopted its 
Opinion No. 118-A, which is hereby 
made a part hereof by reference; 

The Commission finds that: 

(1) Natural Gas Pipeline Com- 
pany of America is a “natural-gas 
company” within the meaning of the 
Natural Gas Act as heretofore found 
in Re Natural Gas Pipeline Co. 
Docket No. G—235. 


297 60 PUR(NS) 





FEDERAL POWER COMMISSION 


(2) It is desirable and in the pub- 
lic interest that Natural Gas Pipeline 
Company of America extend its trans- 
portation facilities subject to the ju- 
risdiction of this Commission and es- 
tablish physical connection of such fa- 
cilities with the proposed facilities of 
the Wisconsin Southern Gas Company 
(Applicant) for the purpose of deliv- 
ering and selling natural gas to Ap- 
licant by: (i) completion of the 
construction of its 20-inch pipe line, 
extending from a point at its com- 
pressor station at Geneseo, Illinois, 
approximately 29 miles in a generally 
northward direction to a point south- 
west of the IIlinois-Wisconsin state 
line near Burlington, Wisconsin, by 
installing the necessary crossings un- 
der two railroads in McHenry county, 
Illinois; and (ii) construction of 


approximately 6,000 feet of 34-inch 


O. D. and 44-inch O. D. gas pipeline 
and appurtenant facilities to extend 
from a point on its 20-inch pipe line 
near Richmond, Illinois, in a norther- 
ly direction in McHenry county to a 
point at or near the IlIlinois-Wiscon- 
sin state line. 

(3) The construction and opera- 
tion of the facilities referred to in 
paragraph (2) above and the proposed 
delivery of natural gas to supply the 
requirements of the Applicant will not 
place any undue burden upon Natural 
Gas Pipeline Company of America, 
and will not impair its ability to ren- 
der adequate service to its customers. 

(4) Natural Gas Pipeline Com- 
pany of America has expressed its 
willingness to construct and operate 
the necessary facilities in order to 
effect the delivery of natural gas to 
Applicant. 

(5) The proposed construction and 
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operation by Applicant of the facilities 
described in its application (Docket 
No. G—536) and supplements thereto 
are and will be required by the present 
and future public convenience and 
necessity, and a certificate authorizing 
the proposed construction and opera- 
tion should be issued as hereinafter 
ordered and conditioned. 

(6) Applicant, upon completion 
and operation of the facilities referred 
to in paragraph (5) above, will bea 
“natural-gas company” within the 
meaning of the Natural Gas Act. 

(7) Applicant is able and willing 
properly to do the acts and perform 
the service proposed and to conform 
to the provisions of the Natural Gas 
Act, as amended, and the rules, re- 
quirements and regulations of the 
Commission thereunder. 

The Commission orders that: 

(A) A certificate of public con- 
venience and necessity be and it is 
hereby issued authorizing Wisconsin 
Southern Gas Company to construct 
the proposed facilities described in its 
application and exhibits appended 
thereto, and to operate its present and 
proposed facilities, subject to the juris- 
diction of the Commission, for the 
transportation of natural gas, as 
described in said application, upon the 
terms and conditions of this order. 

(B) Natural Gas Pipeline Com- 
pany of America shall extend its 
transportation facilities subject to the 
jurisdiction of this Commission to 
establish physical connection of such 
facilities with the proposed facilities of 
Wisconsin Southern Gas Company, 
and shall deliver and sell to Applicant, 
by means of the facilities referred to 
in paragraph (2) above, natural gas 
required for service to Applicant’s ul- 
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timate consumers in the communities 
in which it is now authorized to sell 
natural gas in Racine and Walworth 
counties, Wisconsin. 

(C) Our action in this matter shall 
not be construed as validating the 
operation of the said 20-inch line ex- 
cept as required to make the deliveries 
ordered herein or as may otherwise be 
specifically authorized by order of this 
Commission. 

(D) The certificate hereby issued 
shall not be transferable and is without 
prejudice to the authority of this 
Commission or any other regulatory 
body with respect to rates, contracts, 
service, accounts, valuation, estimate, 
or determination of cost, or any other 
matter whatsoever now pending or 
which may come before this Commis- 
sion or other regulatory body, and 
nothing herein shall be construed as 
an acquiescence by this Commission 


in any estimate or determination of 
cost or any valuation of property 
claimed or asserted. 

(E) Nothing herein is to be con- 
strued as affecting in any manner the 
determination of the service area of 
either Wisconsin Southern or Natural 
Gas Pipe Line or of any other natural 
gas company under § 7(f) of the 
Natural Gas Act, 15 USCA § 717f 
(f). 

(F) The certificate hereby issued 
shall be effective as long as Applicant 
continues the operations hereby au- 
thorized in accordance with the pro- 
visions of the Natural Gas Act and 
any pertinent rules, regulations, or 
orders heretofore or hereafter issued 
by the Commission. 

(G) Appropriate evidence of the 
issuance of this certificate shall be 
furnished to Applicant. 
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La Vern J. Klinger et al. 


Wisconsin Telephone Company 


2-U-2038 
July 2, 1945; rehearing granted August 8, 1945 


C OMPLAINTS against refusal of telephone company to extend 


exchange service; extension ordered. 


For decision re- 


scinding order to extend service, see post, p. 303. 


Service, § 132 — Duty to serve — Overlapping areas — Telephones. 
1. The lawful undertaking of a telephone utility may include town areas 
which overlap the area in which another utility has an undertaking to fur- 


nish similar service, p. 301. 
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Service, § 132 — Duty to serve — Other available service. 
2. The fact that one telephone company is willing to furnish service to a 
person seeking service from another company in an overlapping area is not 
sufficient to justify a finding by the Commission that the undertaking of 
the second company does not include the rendition of service to such per- 
son, p. 301. 

Service, § 209 — Telephone extension — Overlapping area. 
3. The undertaking of a telephone company includes service to a resident 
in an area where another telephone utility may also furnish service where 
the first company can render service from an exchange in the same town 
in which the applicant resides, its facilities are within } mile of the appli- 
cant’s residence, the applicant resides in a portion of the area which may 
be said to have a social and economic community of interest centering in 
the city where such exchange is located, and the rates of this company 
include a mileage charge indicating a willingness of the company to render 
its service to anyone whose residence is not more than 8 miles from the 
central office, p. 301. 


* 


By the Commission: On March Arthur A. Krueger, General Plant 


10, 1945, La Vern J. Klinger and 
Oscar Dornfeld, Route 1, Watertown, 
Jefferson county, complained to the 
Commission that the Wisconsin Tele- 
phone Company would not extend 
Watertown exchange service to their 
farms located in section 36, town of 
Lowell, Dodge county. Subsequent- 
ly, on March 24, 1945, Wisconsin 
Telephone Company notified the Com- 
mission that the complainants were 
within the normal service area of the 
Clyman exchange of the Mid-West 
States Telephone Company, and that 
such utility was willing and able to 
furnish Clyman exchange service. 
Notice of investigation was issued 
April 9, 1945. 


APPEARANCES: 

Petitioners: Oscar Dornfeld and La 
Vern J. Klinger, Route 1, Water- 
town ; Wisconsin Telephone Company 
by Wm. E. McGavick, Attorney, L. 
J. Fitzgerald, Commercial Engineer, 
F. W. Newbauer, Local Manager. 

As their interests may appear : Mid- 
West States Telephone Company, by 
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Superintendent, Rockford, Illinois. 

The evidence shows that Dornfeld 
and Klinger operate farms located 
along an east-west town road in the 
southern quarter of section 36, town 
of Lowell, Dodge county. The farms 
are about # of a mile apart; Dorn- 
feld’s farm is in the southeast quarter, 
Klinger’s in the southwest quarter. 
To furnish complainants with its serv- 
ice, Wisconsin Telephone Company 
would have to extend its pole line 
about 3? of a mile to serve Dornfeld 
and an additional } mile to serve 
Klinger. To furnish its service to 
complainants Mid-West States Tele- 
phone Company would have to extend 
its pole line an over-all distance of 
between 34 and 4 miles. Watertown 
is about 74 miles from the vicinity; 
Clyman about 34 miles. Monthly net 
rates for Watertown exchange serv- 
ice would be $2.50 and for Clyman 
exchange service $1.25. 

Dornfeld testified that he has occu- 
pied his farm for about a year and 
that prior thereto it was rented. He 
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has all of his business and social con- 
nections in Watertown and at present 
has a very urgent need for Water- 
own service to enable him to obtain 
yssistance in operating the farm. He 
exchanges work with neighbors who 
have Watertown service and is ac- 
quainted with several people in Wa- 
tertown who can help him with farm 
work for a day at a time. He would 
get along without a telephone rather 
than have Clyman exchange service. 

Klinger testified that he has spent 
all his life on the farm that he occu- 
pies and is operating it for his father. 
His family has been trying to obtain 
telephone service from Watertown for 
twenty years. His situation is similar 


to Dornfeld’s, practically all of his 
business and social connections are in 
Watertown, he exchanges work with 
neighbors who have Watertown serv- 
ice, and in addition, his wife teaches 


school in Watertown. 


[1-3] The Commission is thus 
confronted in this case with a com- 
plaint that a telephone utility, operat- 
ing in the town in which the com- 
plainants reside, has refused to furnish 
service which the complainants de- 
mand. Such denial of service is not 
sought to be justified upon the spe- 
cifically stated ground that the utility’s 
undertaking of service does not in- 
clude service within the area in which 
the complainants reside. However, 
this may have been the intended ef- 
fect of the ground for such refusal as 
stated, viz., that the territory in which 
complainants reside is within the un- 
dertaking of another utility which is 
also operating in the town where com- 
plainants reside. 

The Commission is not aware of 
any facts or of any statutes or princi- 
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ples of law which operate to create 
areas in the towns of this state in 
which any telephone utility has an ex- 
clusive privilege of furnishing its serv- 
ice to the public. The lawful under- 
taking of one telephone utility may in- 
clude town areas which overlap the 
area in which another utility has an 
undertaking to furnish similar service. 
And, under such circumstances, both 
utilities may possibly have not only 
an undertaking but an obligation to 
render their service to the same per- 
son. 


Accordingly, the fact that Mid- 
West States Telephone Company is 
willing to furnish its telephone utility 
service to the complainants in this case 
is not sufficient to justify a finding by 
the Commission that the undertaking 
of Wisconsin Telephone Company 
does not include the rendition of serv- 
ice to such complainants. As a mat- 
ter of fact, the Commission thinks the 
undertaking of Wisconsin Telephone 
Company does include that service. 

The Commission is of the opinion 
that this conclusion is justified pri- 
marily by the fact of the rendition of 
service by Wisconsin Telephone Com- 
pany from its Watertown exchange in 
the same town in which complainants 
reside; from the further fact that the 
facilities of Wisconsin Telephone 
Company are within }? mile of the 
complainants’ residence; that these 
complainants reside in a portion of the 
area which may be said to have a so- 
cial and economic community of in- 
terest centering in the city of Water- 
town; and from the additional fact 
that the rates of Wisconsin Telephone 
Company as filed with this Commis- 
sion, and applicable to the service fur- 
nished through that company’s Wa- 
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tertown exchange, include an addi- 
tional charge for service of 25 cents 
per mile per month for each subscriber 
located beyond a 6-mile air-line dis- 
tance from the central office of the ex- 
change in Watertown. This rate 
clearly indicates a willingness of Wis- 
consin Telephone Company to render 
its service to anyone whose residence 
is not more than 8 miles from such 
central office. 

If the service requested by the com- 
plainants is within the undertaking 
of Wisconsin Telephone Company 
from its Watertown exchange, there 
would seem to be no escape from the 
company’s obligation to furnish that 
service unless the evidence is sufficient 
to show that such service is not with- 
in the requirements of reasonably ade- 
quate service or is, for some reason, 
contrary to the public interest. 

The Commission sees no support in 
the evidence for any conclusion that 
furnishing of the service here involved 
is not within the requirements or limi- 
tations of reasonably adequate service. 
Nor does it think the furnishing of 
such service is contrary to the public 
interest. 

It may be true that the area in 
which complainants reside is nearer 
Clyman, where the central office of the 
Mid-West Company’s exchange is lo- 
cated, than it is to Watertown, but 
this fact is not sufficient to relegate 
such area to the exclusive service of 
the Clyman exchange. It may also be 
true that there are other areas which 
are only a little farther away from 
Watertown than the areas here in- 
volved and in which persons reside 
who may see fit to demand service 
from Wisconsin Telephone Company 
if they learn that complainants have 
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it. Whether the service to such per- 
sons is or would be within Wisconsin 
Telephone Company’s undertaking of 
service is a question which we need 
not and do not decide in this proceed- 
ing. Whether any particular service 
which is requested of a utility is with- 
in its undertaking is not essentially 
a question of law but a question of fact 
to be decided upon the evidence pre- 
sented with respect to that particular 
service. 

It is also true that unnecessary 
duplication of telephone utility service 
is contrary to the public interest and 
no utility should be required to fur- 
nish service that would constitute or 
tend to create any such unnecessary 
duplication. In this case, however, 
the rendition of the requested service 
would not duplicate any existing serv- 
ice. All that would result from such 
rendition would be the probability that 
an extension of the Mid-West’s facili- 
ties and service into the area in which 
complainants reside would be an un- 
necessary duplication of existing serv- 
ice. But, in the absence of any privi- 
lege in Mid-West constituting an ex- 
clusive right to render service in the 
town, that probability would not jus- 
tify this Commission in denying to 
complainants the enforcement of their 
right to any service which Wisconsin 
Telephone Company is obligated to 
furnish to them. There is no such 
privilege. 

Findings 

The Commission finds: 

1. That the undertaking of service 
of Wisconsin Telephone Company by 
and through the exchange of said com- 


pany at Watertown, Jefferson county, 
includes the service requested by the 
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omplainants, La Vern J. Klinger and ORDER 
Oscar Dornfeld, residing in section 36, 2 ts ientince anchenale 


pas of Lowel, Dongs enmity. That the Wisconsin Telephone 
2. That the furnishing of such serv- Company be and is hereby directed to 
a fo said complainants is within the extend its line from its Watertown 
requirements of reasonably adequate oy chan ge to serve La Vern J. Klinger 
ervice by said Wisconsin Telephone 2.4 Occar Dornfeld in section 36, 


Company. ; i Lcodk tet = 
3. That the rendition of the serv- re = ee county: 


ie requested by said complainants is 
nsistent with the public interest. 
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La Vern J. Klinger et al. 


Uv 


Wisconsin Telephone Company 


2-U-2038 
October 4, 1945 


OMPLAINTS against refusal of telephone company to extend 
ci exchange service; on rehearing order requiring extension 
rescinded and proceeding dismissed. For original decision, 

see ante, p. 299. 


Service, § 52 — Powers of Commission — Extensions — Service obligations. 
1. Power of the Commission to require a telephone utility to render serv- 
ice in an unincorporated area from any particular exchange which it may 
own or operate depends upon the question whether there is a legal obliga- 
tion to render that service, and the Commission cannot create that legal 
obligation if it does not exist under pertinent facts and circumstances, 
p. 304. 


Service, § 121 — Duty to serve — Public convenience and necessity. 
2. Any obligation of a telephone utility to serve must rest primarily upon 
a voluntary undertaking, and if that undertaking does not include the re- 
quested service the utility cannot be required to furnish it, no matter how 
much it might be said to be required by public convenience and necessity, 
p. 304. 


Service, § 209 — Telephone extension — Town not formerly served. 


3. A telephone company cannot be required to extend service to applicants 
in a town in which the company does not render, and never has rendered, 
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any telephone utility service and for which the company holds no certificate 


of convenience and necessity, p. 


By the Commission: Under date 
of August 8, 1945, a rehearing was 
granted with respect to the matters de- 
termined by the order entered in the 
above-entitled proceeding under date 
of July 2, 1945, ante, p. 299, directing 
Wisconsin Telephone Company to ex- 
tend service from its Watertown ex- 
change to La Vern J. Klinger and 
Oscar Dornfeld in the town of Lowell, 
Dodge county. 

Rehearing: August 24, 1945, at 
Madison before Examiner Helmar A. 
Lewis. 


APPEARANCES: Francis J. Hart, 
Attorney, and L. J. Fitzgerald, Com- 
mercial Engineer, for Wisconsin 
Telephone Company; Arthur A. 
Krueger, General Plant Superintend- 
ent, Rockford, Illinois, for Mid-West 
States Telephone Company; Oscar 
Dornfeld, Watertown, and La Vern 
Klinger, Watertown, as their inter- 
ests may appear; H. T. Ferguson, 
Chief Counsel, Henry J. O’Leary, 
Chief, Rates, and Research Depart- 
ment, and Kenneth Jackson, Rates 
and Research Department, of the 
Commission staff. 


It is contended on behalf of Wis- 
consin Telephone Company in this 
proceeding that the order of July 2, 
1945, supra, herein is unreasonable or 
unlawful, or both, because the order 
as made is not supported by a finding 
that the service to Klinger and Dorn- 
feld is required by public convenience 
and necessity. The position of Wis- 
consin Telephone Company, as we un- 
derstand it, is that the evidence in this 
case is not sufficient to support such 
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e 
finding of public convenience and 
necessity. 

Mid-West States Telephone Com. 
pany also contends that the order js 
unreasonable or unlawful, or both, 
because, as it claims, the residences of 
Klinger and Dornfeld are within the 
territory or area that belongs to Mid- 
West States Telephone Company. 

[1] We can discover no invalidity 
in the order of July 2, 1945, by reason 
of any of the claims or contentions as 
above indicated. Whether this Com- 
mission shall require a telephone util- 
ity to render service in an unincor- 
porated area from any particular 
exchange which it may own or oper- 
ate must depend upon a decision of the 
question of whether there is a legal 
obligation to render that service. The 
Commission cannot. create that legal 
obligation if it does not exist under 
pertinent facts and circumstances. 

[2, 3] Any such obligation must 
rest primarily upon a voluntary un- 
dertaking of the utility whose service 
is desired. If that undertaking does 
not include the requested service, the 
utility cannot be required to furnish 
it, no matter how much it might be 
said to be required by public conven- 
ience and necessity. This we under- 
stand to be the law as laid down not 
only by the supreme court of this state 
in Milwaukee v. Public Service Com- 
mission (1942) 241 Wis 249, 4 
PUR(NS) 287, 5 NW2d 800, but by 
the Supreme Court of the United 
States in Interstate Commerce Com- 
mission v. Oregon-Washington R. & 
Nav. Co. (1933) 288 US 14, 77 Led 
588, 53 S Ct 266. 
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It is true that in the past this Com- 
mission has required various tele- 
phone utilities to furnish service 
which those utilities had previously 
refused to furnish and has based those 
orders upon findings that the request- 
ed service was required by public con- 
venience and necessity. Many of 
those orders were made prior to the 
decision of our supreme court in 
South Shore Utility Co. v. Railroad 
Commission, 207 Wis 95, PUR 
1932B 465, 240 NW 784, in which it 
was held that the towns of this state 
were without power to grant the kind 
of license, permit, or franchise which 
constitutes an indeterminate permit. 
Previous to that decision it was as- 
sumed that telephone utilities were 
operating in the towns of this state 
under indeterminate permits; and up- 
on that premise it was concluded that 
the obligation of a telephone utility, 
operating in any town, was coexten- 
sive with the boundaries of that town 
in so far as their service was required 
by public convenience and necessity. 
That position was obviously no more 
sound than the premise upon which it 
rested. 

We are satisfied, therefore, that the 
requirements of public convenience 
and necessity do not furnish the essen- 
tial criteria for a determination by 
this Commission of the issues in this 
proceeding. 

This proceeding was instituted un- 
der the provisions of § 196.29, Stat- 
utes, on motion of the Commission 
and the issues must be found therein 
and in § 196.26, Statutes, to which it 
refers. There is no mention in these 
sections of the phrase “public con- 
venience. and necessity.” Section 
196.50(2) which does require a 
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finding of public convenience and 
necessity in passing upon a pro- 
posed voluntary extension of service 
objected to by a competing company 
has no application to this proceed- 
ing. 

Nor do we subscribe to the position 
of Mid-West States Telephone Com- 
pany in this proceeding. It is certain- 
ly not competent for the various tele- 
phone utilities of this state to enter 
into agreements which have the legal 
force and effect which indeterminate 
permits in towns would have if there 
were any power to create them. Just 
as certainly, the restrictions upon vol- 
untary extensions of telephone utility 
services and facilities do not operate 
to create any exclusive privilege in 
any telephone utility with respect to 
its service in any town of this state. 
Moreover, the restrictions upon volun- 
tary extensions, as contained in § 196.- 
50(2), cannot operate to absolve any 
utility from its obligation of service, 
except as the Commission may find 
that the performance of service volun- 
tarily undertaken is contrary to the 
requirements of public convenience 
and necessity. 

The foregoing would result in an 
affrmance of the order of July 2, 
1945, ante, p. 299, in this proceeding 
were it not for further evidence which 
was introduced by Wisconsin Tele- 
phone Company upon _ rehearing. 
This evidence is clear and conclusive 
of the fact that Wisconsin Telephone 
Company does not render and never 
has rendered any telephone utility 
service in the town of Lowell, Dodge 
county. This evidence belies the 
statement in the order of July 2, 1945, 
to the effect that Wisconsin Tele- 
phone Company was then furnishing 
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and theretofore had furnished serv- 
ice in said town of Lowell. 

Wisconsin Telephone Company 
could not now furnish service to Klin- 
ger and Dornfeld in the town of 
Lowell without applying for and re- 
ceiving from this Commission a cer- 
tificate authorizing it to transact tele- 
phone utility business in said town of 
Lowell as required by § 196.49(1). 
Wisconsin Telephone Company has 
neither asked for nor received any 
such certificate of authority. 

Under such circumstances we do 
not believe that our finding to the 
effect that the undertaking of service 
of Wisconsin Telephone Company in- 
cludes the service requested by Klinger 


and Dornfeld can be sustained. If 
that finding is not sustained by evi- 
dence, the order should be rescinded, 
Accordingly, the order herein will 
rescind the order of July 2, 1945, and 
dismiss the complaint upon which this 
proceeding was instituted. 

The Commission finds: 

That the undertaking of service ot 
Wisconsin Telephone Company does 
not include the service in the town of 
Lowell, Dodge county, requested by 
Klinger and Dornfeld. 

The Commission concludes: 

That the order of July 2, 1945, in 
this proceeding is unlawful and should 
be rescinded and that the proceeding 
herein should be dismissed. 





RHODE ISLAND SUPREME COURT 


Albert Capaldo 


Public Utility Hearing Board 


No. 804 
— RI —, 43 A2d 695 
July 25, 1945 


PPEAL from order denying authority to operate taxicabs in 
d \ certain cities; appeal denied and dismissed, and decision 
sustained. 


Appeal and review, § 32 — Conclusiveness of Board’s findings — Basis for find- 


ings. 


1. The Board’s general and special findings should be considered as prima 
facie true and are not to be reversed unless they are unlawful, unreasonable, 
or against the weight of evidence, but findings based on matters not in 
evidence or upon considerations that are not proper under law for the 
Board’s determination are not entitled to such weight, p. 309. 


Certificates of convenience and necessity, § 168 — Denial of certificate — Matters 


to be shown. 


2. An established policy of the Public Utility Administrator to issue no 
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more certificates for taxicab operation because of the previous issuance of 
many certificates to a particular taxicab company should be shown by evi- 
dence at a hearing before the Public Utility Hearing Board, if otherwise 
proper for consideration, because such hearing is de novo, p. 309. 


Certificates of convenience and necessity, § 88 — Grant or denial — Guiding 
policy. 

3. Any policy, properly established by the Public Utility Administrator to 
assist him in discharging his duties under the law relating to certificates, 
must be reasonably related to and be determined by what is conducive to 
the general public convenience, interest, welfare, and protection, and a pol- 
icy otherwise framed would not become the controlling standard by which 
to determine whether or not general public convenience and necessity re- 
quires the issuance of certificates to operate taxicabs, p. 309. 


Certificates of convenience and necessity, § 88 — Reasonableness of guiding policy. 
4. A policy to guide the Public Utility Administrator in granting or deny- 
ing certificates, based solely upon the mere issuance, without need, of cer- 
tificates for taxicabs that were never registered and operated in the public 
service, is not reasonable and cannot be substituted for the standard pro- 
vided by law, namely, public service, p. 310. 


Monopoly and competition, § 75 — Taxicab competition — Consideration of ability 
of existing carrier to serve. 
5. The Board, in passing upon an application for authority to operate taxi- 
cabs in a city, properly considered the fact that an existing cab company 
had several certified and registered taxicabs which were inactive because 
of an order of the Office of Defense Transportation, but which were pres- 
ently available for public service if ordered into operation by the Public 
Utility Administrator, p. 310. 
(Connon, J., dissents.) 


> 


APPEARANCES: William Gersten- 
blatt, of Providence, for complainant ; 


remanded to the board for completion 


and clarification of its decision. Ca- 


William C. Waring, Jr., James E. 
Flannery, and Edwards & Angell, all 
of Providence, for Yellow Cab Com- 
pany; John H. Nolan, Attorney Gen- 
eral, and A. Norman LaSalle, Assist- 
ant Attorney General, for the state. 


FLiynn, CJ.: This cause is before 
us again on an appeal, in accordance 
with Public Laws 1940, Chap 821, 
§ 1, from a decision of the public util- 
ity hearing board denying petitioner’s 
application for a certificate of public 
necessity and convenience to operate 
three taxicabs for transportation of 
passengers within the city of Provi- 
dence. In our earlier opinion it was 
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paldo v. Public Utility Hearing Board 
(1944) 70 RI 356, 38 A2d 649. 
Thereafter a supplementary decision 
was filed and on the motion of the pe- 
titioner the matter was reargued. 


The evidence presented in support 
of the application comprised peti- 
tioner’s own testimony and that of an 
operator of one of his cars and two 
patrons thereof, an independent taxi- 
cab owner, two policemen, an opera- 
tor of another public service car, a 
traffic expert on trucks, and the dis- 
trict manager of the Federal office of 
defense transportation for Providence. 


Petitioner was the owner of three 
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public service cars for which he held 
public or “P”’ plates, so called, issued 
by the motor vehicle department. 
Such cars may be operated from pri- 
vate stands but may not lawfully pick 
up or solicit passengers indiscrimi- 
nately on the highways. On the other 
hand, certificates to operate taxicabs 
are issued and regulated by the public 
utility administrator and are legally 
permitted to have stands, and to pick 
up and solicit passengers indiscrimi- 
nately on the public highways. 

The gist of the evidence for peti- 
tioner, some of which was not corrob- 
orated and some of which was refuted, 
is to the following effect. On sev- 
eral occasions members of the public 
on highways in the downtown section, 
during daily peak periods or in other 
emergencies, have requested transpor- 
tation or have opened the door of pe- 
tioner’s car, when it stopped for traffic 
or otherwise, and have been transport- 
ed for hire in violation of law. Simi- 
lar incidents, in the present war emer- 
gency, were claimed by petitioner to 
have been experienced by owners of 
most of the cars being operated under 
public plates. 

On a few occasions, particularly in 
emergencies, certain of the witnesses 
were unable to obtain taxicab service 
immediately at the time and place as 
demanded. On one Sunday morning 
at the Biltmore Hotel petitioner saw 
a large number of people waiting, as 
he presumed, for taxicabs and none 
was then and there visible, and at 
Union Station on another occasion he 
noted a similar condition. Between 
the hours of midnight or 12:30 and 
2 to 3 o'clock in the morning at Ex- 
change Place in the downtown sec- 
tion of Providence a considerable 
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number of persons leaving the cafes 
and restaurants after they had closed 
were not able to obtain transportation 
by taxicabs. The petitioner operated 
a private stand located on a parking 
lot on the southerly side of Exchange 
Place near the location where the last. 
mentioned demand existed and his 
cars were kept very busy. 


On the other hand, there was testi- 
mony presented, in opposition to the 
granting of petitioner’s application, by 
representatives of the city of Provi- 
dence, the Yellow Cab Company and 
Monahan Cab Company, the latter 
two being owners and operators of 
taxicabs that were registered under 
certificates of convenience and neces- 
sity previously issued by the adminis- 
trator. 


Such evidence showed, in sub- 
stance, the following facts: The city 
objected to the granting of the appli- 
cation for the particular stand de- 
scribed therein. At least half of the 
people waiting at the Biltmore Hotel 
and Union Station on the two occa- 
sions mentioned by the petitioner were 
not waiting for taxicabs at all, and 
the remainder were served and the 
sidewalks cleared in not over fifteen 
minutes. There was no long waiting 
by passengers at either of these places 
even at peak periods, and no substan- 
tial complaints had been made by any 
of the witnesses or other members of 
the public to either of the above-men- 
tioned taxicab companies or to the ad- 
ministrator, alleging any unreasona- 
ble delay or inadequate taxicab serv- 
ice. On Exchange Place between ap- 
proximately 12 :30 to 2 or 2:30 o'clock 
in the morning there were not enough 
taxicabs actually in operation to meet 
the demand at that particular time and 
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place, but this was due to unusual war 
emergency conditions and to efforts 
of the Yellow Cab Company in par- 
ticular to conform to General Order 
No. 20 of the Federal office of defense 
transportation; and this demand, 
which was limited as to both time and 
place, could be satisfied by use of taxi- 
cabs already registered, but then in- 
active, if the administrator would so 
order. The Yellow Cab Company 
was ready and willing to do whatever 
was necessary to put all of their reg- 
istered and inactive taxicabs in opera- 
tion, if necessary and so ordered. 

The petitioner renews his conten- 
tions that the decision of the board is 
arbitrary and unlawful in that itis 
based upon matters not in evidence or 
properly for the board’s consideration 
and also that the evidence in any event 
clearly required the granting of the ap- 
plication. 

[1] The board’s original and sup- 
plemental decisions, when read to- 
gether, contain many general and 
special findings. Such findings are 
entitled, under the express provisions 
of the statute, to be considered as 
prima facie true and are not to be re- 
versed unless they are unlawful or un- 
reasonable or against the weight of the 
evidence. P.L. 1940, Chap 821, 
§ 1. Breen v. Division of Public 
Utilities (1937) 59 RI 134, 194 Atl 
719. But conversely such findings 
based upon matters not in evidence 
or upon considerations that are not 
proper under the law for the board’s 
determination are not entitled to such 
weight. 

[2] Some of the board’s discussion 
in the original decision appears to in- 
volve considerations of a broad dis- 
cretion claimed for the administrator 
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and a policy established by him and 
his predecessors to issue no more cer- 
tificates to operate taxicabs in Provi- 
dence merely because 282 certificates 
had been previously issued to the Yel- 
low Cab Company. We pointed out 
in our earlier opinion that these dis- 
cussions and assumptions threw some 
doubt upon whether or not they 
formed any material basis for some 
of the board’s original findings. As 
to any established policy of the ad- 
ministrator, we find no direct evidence 
thereof in the transcript and such a 
matter, if otherwise proper for consid- 
eration, should have been shown by 
evidence, because the hearing before 
the board is de novo under the statute. 
P.L. 1939, Chap 660, § 125, as 
amended by P.L. 1940, Chap 821, 
§ 1. 

[3] As to the discretion claimed 
for the administrator, it may be that 
the general assembly intended by this 
statute to give him some discretion in 
discharging his duties under the law; 
but in our opinion this statute, at least 
in its present form, does not give an 
exclusive franchise to any operator 
and does not contemplate that the ad- 
ministrator’s discretion should be un- 
limited. Any policy properly estab- 
lished by the administrator to assist 
him in discharging his duties under 
the law must be reasonably related to 
and be determined by what is con- 
ducive to the general public conven- 
ience, interest, welfare and protection. 
See Capaldo v. Public Utility Hear- 
ing Board, supra, and cases cited. A 
policy otherwise framed does not 
thereby become the controlling stand- 
ard by which to determine whether or 
not general public convenience and 
necessity require the issuance of addi- 
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certificates to operate taxi- 


tional 
cabs. 

[4] The evidence here shows that 
282 certificates were issued to the 
Yellow Cab Company by a predeces- 
sor of the administrator about 1930; 
that at no time thereafter were more 
than 101 taxicabs ever registered and 
operated by this company; and that 
the latter number, together with the 
taxicabs already registered and oper- 
ated by other owners, were and are 
adequate to serve the general public 
convenience and necessity throughout 
Providence as a whole in all periods 
and conditions. Manifestly a policy 
based solely upon the mere issuance, 
without need, of such a large number 
of certificates for taxicabs that were 
never registered and operated in the 
public service is not reasonable and 
cannot be substituted for the standard 
provided by the law. Public service 
has been held to be the test in grant- 
ing a certificate of convenience and 
necessity. Mooney v. Tuckerman 
(1929) 50 RI 37, 144 Atl 891; Breen 
v. Division of Public Utilities, supra. 

Hence, if any of the board’s find- 
ings, as later clarified, can still be said 
to materially rely upon the existence 
of an unlimited discretion, as claimed 
for the administrator, or upon a pol- 
icy arbitrarily established as above in- 
dicated, such findings are not hereby 
approved. 

On the other hand, the original de- 
cision, as later clarified by the board, 
reveals certain other controlling find- 
ings that appear to be independent of 
the above-mentioned considerations 
and to have support in the evidence. 
For our purposes the important and 
material findings are, in substance and 
effect, that (1) the petitioner had not 
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established the existence of a generq 
public necessity and convenience re. 
quiring the issuance of three new cer. 
tificates to him; (2) that apart from 
conditions on Exchange Place the eyj. 
dence was limited to a comparatively 
few individuals who were unable to 
obtain taxicab service immediately at 
the time and place of their demand: 
(3) that at Exchange Place the de. 
mand for automobile transportation 
clearly exceeded the number of availa- 
ble taxicabs but only during the hours 
of approximately 12:30 to 2 or 2:30 
o’clock in the morning; and that this 
demand, in addition to being localized 
as to time and place, was due to ab- 
normal and temporary war conditions 
and to the reduction in the number 
of taxicabs being actually operated at 
that hour, in order to conform with 
General Order No. 20 of the regula- 
tions of the Federal office of defense 
transportation; (4) that such de 
mands could be adequately served by 
taxicabs that were previously regis- 
tered and operated by the Yellow Cab 
Company but which were now in- 
active only because of a desire to aid 
the war effort by conforming to regu- 
lations of the Federal office of defense 
transportation ; and (5) that, if neces- 
sary, the Yellow Cab Company was 
then ready and willing to put all of 
such registered taxicabs into opera 
tion, if ordered and permitted to do so. 
An examination of the record 
shows that there is evidence in sup 
port of these findings and we cannot 
say that such findings and the de 
cision based thereon are arbitrary or 
unreasonable or that they are against 
the clear weight of the evidence. 
[5] The nub of this case, in our 
opinion, is whether the board reasor- 
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ably might consider the fact that the 
Yellow Cab Company had some thirty 
or more certified and registered taxi- 
cabs, which were rendered inactive 
because Of efforts to conform with 
General Order No. 20 of the regula- 
tions of the office of defense trans- 
portation, and which were presently 
available for public service, if ordered 
into operation by the administrator. 
We are of the opinion that, in the cir- 
cumstances appearing in this record, 
it was competent for the board to con- 
sider such facts. It is well established 
that the director or the board, in de- 
termining whether general public con- 
venience and necessity exist, may con- 
sider various factors including the 
present ability of a utility in the field 
to provide adequate service to meet 
any particular demand that may ap- 
pear. See Abbott v. Public Utilities 
Commission, 48 RI 196, PUR1927C 
436, 136 Atl 490. 


The evidence here is not disputed 
that the Yellow Cab Company had 
thirty or more taxicabs, already reg- 
istered and previously operated until 
rendered inactive by the office of de- 
fense transportation regulations, and 
that it was then ready, willing and 
able to put them into operation, if or- 
dered and permitted to do so. There 
isno evidence that the administrator 
would refuse to order them into opera- 
tion, or that a special permit could not 
be obtained for their operation, if 
necessary, from the office of defense 
transportation, or that such office 
would refuse any proper application 
based upon the conditions as they ap- 
pear in the evidence. In fact, General 
Order No. 20 of such regulations ap- 
pears to contemplate just such a possi- 
ble condition because, in order to save 
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gas and tires during the war emer- 
gency, it purports to limit each taxi- 
cab registered as of September 1, 
1942, to certain maximum mileage, in 
the absence of a special permit “to 
meet specific needs or exceptional cir- 
cumstances, or to prevent undue pub- 
lic hardships.” There is also undis- 
puted evidence that the Yellow Cab - 
Company was then ready and willing 
to put into operation all of its 101 
registered taxicabs, if found necessary 
and ordered to do so by the adminis- 
trator; and that these, plus the taxi- 
cabs already being operated by others, 
would be entirely ample to serve all 
particular or localized demands as 
claimed in the evidence, and also 
the general demands of the pub- 
lic. 

Upon this state of the record and 
having in mind the weight to be given 
the board’s findings in accordance with 
the statute, we cannot say that the evi- 
dence here requires the conclusion that 
such findings and decision were clear- 
ly arbitrary and unreasonable or were 
against the weight of the evidence. In 
our judgment the evidence, as it ap- 
pears in this record, shows a need for 
administrative action by the Yellow 
Cab Company or the administrator or 
both to correct, through the operation 
of taxicabs actually registered and 
presently available, the alleged inade- 
quacies of service that were found by 
the board to be limited to a particular 
time and place. What the result might 
be if the evidence showed, as it does 
not, that the Yellow Cab Company, 
acting alone or on order of the admin- 
istrator, was unwilling or unable to 
place in operation all its registered 
taxicabs, if necessary, to correct such 
alleged inadequacy of service is not 
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before us on this record and we do not 
decide. 

The appeal of the petitioner is de- 
nied and dismissed and the decision 
of the board, as understood and inter- 
preted by us, is sustained. 


Conpon, J., dissenting: I dissent 
because the board exceeded its juris- 
diction. After finding that there was 
a public need for additional taxicab 
service at the location where the pe- 
titioner desired to establish a taxicab 
stand, the board denied his petition 
substantially on the ground of public 
policy. That was clearly beyond its 
province. The only question before it 
was one of fact. And that question 
was, had the petitioner shown by his 
evidence that public convenience made 
it necessary to permit additional taxi- 
cab service at the location applied for? 
If it found that he had shown such 
need, it was the board’s duty to re- 
verse the decision of the administra- 
tor and order him to issue the desired 
certificates. It was no part of its duty 
to go further, as it did, and weigh 
questions of public policy, which it 
conceived might arise if it reversed 
the administrator. 

In my opinion the board clearly 
found that “public convenience and 
necessity” had been proved. This is 
evident from the following language 
of the board’s decision : “We find, and 
are bound to find, that in and about 
Exchange Place in the city of Provi- 
dence between the hours of 12 mid- 
night and 2 A. M. or thereabouts there 
are large numbers of persons desiring 
transportation by automobile in excess 
of that which is available. This could 
not be better illustrated than by the 
testimony of Tony Brown, an inde- 
pendent operator of taxicabs, who 
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stated that you could not get a tax; 
cab at 1 o'clock in the morning if fifty 
cabs were added to those now in oper. 
ation. There is, therefore, clearly ; 
demand at that location at those time 
for additional facilities for automobild 
hire.” 

Having made that definite finding 
on the only issue before it, the board 
then goes on to discuss other matters 
which persuaded it to sustain the de 
cision of the administrator. Whild 
such matters might afford the legi 
lature reasons for legislative action to 
meet a situation created by the emer 
gency of war, they do. not, in my opin 
ion, afford an administrative agency, 
such as the board or the administra 
tor, grounds for arrogating such a 
thority to itself. In the instant pro 
ceeding the board is solely a fact-find 
ing agency of very limited scope 
namely, that of finding whether or no 
the petitioner has established that pub- 
lic convenience requires additional 
taxicab service. Its finding of such 
fact is prima facie conclusive upon us, 
if the weight of the evidence supports 
such finding, and it is also conclusive 
upon the board itself. 

That the above-quoted finding of 
the board is supported by the weight 
of the evidence is put beyond all ques 
tion by certain parts of the testimony 
of Charles Keenan, manager of the 
Yellow Cab Company, which is the 
holder of almost all the taxicab cer 
tificates of public convenience and ne 
cessity in the city of Providence and 
which opposed, before the board ani 
before us, the granting of the instant 
petition. “32CQ Now, Mr. Keenat, 
do you feel that there is a necessity 
for more taxicabs in the city of Prov: 
dence at the present time? A. 
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orders issued by the O. D. T. would 
make it necessary. Under ordinary 
onditions before they came out, I 
yould say ‘no.’ 33 CQ I didn’t ask 
you that, Mr. Keenan. At the pres- 
at time do you feel that there is ne- 
wssity for more taxicabs? A. Basing 
my answer on normal conditions ? 
35 CQ Mr. Keenan, do you 
feel that at the present time there are 
mough taxicabs in the city of Provi- 
dence to take care of the demands of 
the general public? A. Working un- 
ier O. D. T. restrictions ‘no.’ ; 
89 CQ Are you able to take care of 
all of the patrons in the city of Provi- 
dence? A. Not since the O. D. T. 
restrictions were placed on us.” 

The first rule for the guidance of 
the administrator is to see that the 
public convenience is served. That is 
a duty which the statute plainly puts 
upon him. The same duty rests upon 
the board in reviewing his decision. 
The protection of present holders of 
certificates from the economic effects 
of additional competition is secondary. 
The object of the statute is neither to 
foster monopoly nor to freeze existing 
competition. Such considerations be- 
come relevant only incidentally in de- 
termining the primary question 
whether additional service by another 
or others will really promote the wel- 
are of the traveling public. 


If war regulations of the Federal 
government have restricted the pres- 
ent holders of taxicab certificates to 
he operation of so limited a number 
of taxicabs that they are presently un- 
rble to furnish adequate public serv- 
ite, as is evidently the case, and, if 
uch regulations permit other automo- 
biles which are operated for public 
ire to be used in taxicab service, as 
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is also the case, then there is no sound 
reason why the administrator should 
not issue certificates of public conven- 
ience and necessity for the operation 
of such automobiles as taxicabs. In- 
deed, in such circumstances, I think 
that it is his duty to do so, provided 
the petitioner is able to meet all the 
requirements for the rendering of such 
taxicab service. 

While it may seem harsh and unjust 
to the present holders of such certifi- 
cates that others should thus be per- 
mitted to furnish the very service 
which they are prepared to furnish but 
are prevented from furnishing by the 
war regulations of the Federal gov- 
ernment, there is actually no injustice, 
although there may be a real economic 
sacrifice. But, in that respect, their 
situation is no worse than that of 
many who, by reason of one war regu- 
lation or another, have suffered sub- 
stantial economic loss. And of course 
such loss is not to be compared with 
the loss of life or health which hun- 
dreds of thousands have already suf- 
fered in this war. The present hold- 
ers of certificates are, therefore, en- 
titled to no special consideration or 
protection at the cost of inconvenience 
to the public merely because their 
business is, in part, an economic 
casualty of war. Moreover, neither 
the board nor the administrator is 
competent to extend such protection. 
The scope of their power is limited to 
the consideration solely of “public con- 
venience and necessity.” 

It may not be amiss to observe here 
that, according to the evidence, much 
of the public inconvenience due to lack 
of adequate taxicab service in Ex- 
change Place in the post-midnight 
hours is being borne by men of the 
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armed services who come to Provi- 
dence to enjoy a few all too fleeting 
hours of freedom from military regi- 
men and, who, in many instances, are 
squeezing all the enjoyment there is 
to be obtained out of their last free 
time before they embark upon the 
great adventure. Who would think, 
much less talk of any economic loss 
in the face of that fact? To suffer 
those men, presently a substantial part 
of the traveling public in Providence, 
to be inconvenienced by not authoriz- 
ing additional taxicab service would, 


on this record, most certainly be harsh 
and unjust to them. But aside from 
any question of injustice to them or 
to the present holders of certificates, 
the need for additional taxicab sery- 
ice to serve public convenience hay. 
ing been shown, the authorization 
of additional service should fo. 
low. 

For the reasons above set forth, | 
am, therefore, of the opinion that the 
board erred in not granting the peti- 
tion and reversing the decision of the 
administrator. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Spring Brook Water Company 


Village of Hudson Falls 


269 App Div 515, 56 NY Supp2d 722 
June 29, 1945 


UBMITTED controversy upon agreed facts to obtain ruling on 
S question whether Commission approval ts required before 
water company can transfer property to municipality; Commts- 
sion approval held to be necessary and specific performance of 

contract of sale denied. 


Consolidation, merger, and sale, § 13 — Necessity of Commission approval — Sale 


to municipality. 


1. Commission authorization is required before a corporation operating a 
water utility can sell its property to a municipality, even though the Com- 
mission has no jurisdiction over rates or service of municipally owned 


waterworks, p. 316. 


Corporations, § 1 — Scope of term — Municipality. 
2. The term “cotporation,” used in a statute regulating the sale of utility 
property by a corporation to any other person or “corporation,” includes 


a municipal corporation, p. 316. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Over trans 


feror or transferee. 


3. The provisions of the Public Service Law requiring Commission cot 
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SPRING BROOK WATER CO. v. HUDSON FALLS 


sent to a transfer or lease of utility property are designed to regulate the 
disposition of operating properties by utility companies—not their acquisi- 
tion by others, and the regulatory power of the Commission in respect to 
transfers is operative with respect to the transferor rather than the trans- 
feree, p. 317. 


Service, § 215 — Abandonment — Commission consent. 
4. A public utility corporation, having embarked upon a public enterprise 
and having dedicated its property to the public use and having assumed the 
obligation to serve the public, cannot cease rendering such service without 
the consent of the Commission, p. 317. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Purchase 
price — Service. 

5. The Commission has jurisdiction, under the statutory provisions relat- 
ing to Commission consent to property transfers, to consider the question 
of public interest as to consumers located outside of a municipality pro- 
posing to acquire waterworks, to consider the proposed purchase price, and 
to pass upon the question whether adequate service at reasonable rates can 
and will be maintained by the purchaser, p. 317. 


> 


Before Hill, P.J., and Heffernan, 
Brewster, Foster, and Lawrence, JJ. 


APPEARANCES: Gibson & Middle- 
worth, of Hudson Falls (Joseph F. 
Monaghan, of New York city, James 
Gibson, Jr., of Hudson Falls, and 
Felix Taubenblatt, of New York city, 
of counsel), for plaintiff; Edward R. 
Waite, of Hudson Falls, for defend- 
ant; Philip Halpern, of New York 
city (George H. Kenny, of Albany, 
and Samuel R. Madison, of Buffalo, 
on the brief), for Public Service Com- 
mission, amicus curiae. 


HEFFERNAN, J.: This is a sub- 
mitted controversy upon agreed facts 
pursuant to the provisions of §§ 546- 
348 of the Civil Practice Act. Plain- 
tiff is a domestic corporation and de- 
fendant a municipal corporation. 

On November 1, 1943, plaintiff and 
defendant entered into an agreement 
in writing by the terms of which plain- 
tiff agreed to sell to defendant its 
water system in the village of Hudson 
Falls, New York, and defendant 
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agreed to purchase the same. The 
contract contains a condition that it is 
subject to the consent, approval, or 
authorization of any regulatory agen- 
cy which may have jurisdiction in the 
premises. 

Defendant contends that under the 
terms of its contract with plaintiff the 
consent of the Public Service Com- 
mission (henceforth called the Com- 
mission) must be obtained before the 
transfer can be consummated. It is 
plaintiff’s position that such consent 
is unnecessary and that the Commis- 
sion has no jurisdiction in the prem- 
ises. 


At defendant’s request the parties 
filed a joint petition with the Com- 
mission asking its consent to the 
transfer. In that petition plaintiff 
asked the Commission to dismiss the 
application for want of jurisdiction. 
That motion was denied. Public 
hearings were held before the Com- 
mission and the record was closed on 
April 18, 1944. 

On October 19, 1944, the Commis- 
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sion denied the joint petition but with- 
out prejudice to the submission of a 
further application for the sale of the 
water system at a price less than that 
stipulated in the contract between the 
parties. 

On March 16, 1945, the parties 
submitted the controversy to this 
court. Plaintiff is asking the court 
to direct judgment in its favor for 
specific performance of the contract. 
Defendant is asking for a judgment of 
dismissal on the sole ground that 
plaintiff has not obtained the Commis- 
sion’s consent to the transfer. 

After the cause was submitted to 
this court the Commission, on its own 
motion, ordered further hearings to be 
held. On April 26, 1945, it rendered 
a decision denying its approval to the 
transfer on the ground that the same 
is not in the public interest. 


The Commission is not a party to 


the submission. However it applied 
to and was granted permission by this 
court to file a brief and to orally argue 
the cause as amicus curiae. 

[1; 2] The statute under which the 
parties made application to the Com- 
mission for its consent to the transfer 
is § 89-h of the Public Service Law, 
the pertinent provisions of which are: 

“Transfer of franchises or stocks. 
1. No waterworks corporation shall 
transfer or lease its franchise, works 
or system or any part of such franchise, 
works, or system to any other person 
or corporation or contract for the 
operation of its works and system, 
without the written consent of the 
Commission.” 

The sole controversy between the 
parties relates to the construction and 
interpretation of the quoted provisions 
of the statute. 
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Obviously the real issue before us js 
not between the parties to the sub. 
mission but between plaintiff and the 
Commission. 

Plaintiff insists that the word “cor- 
poration” in the statute means only a 
private corporation. It seeks to avoid 
the exercise of regulatory power by 
the Commission over the transfer of 
its property solely because the pro- 
posed purchaser is a municipal cor- 
poration. It concedes that the consent 
of the Commission would have to be 
obtained if a transfer were proposed 
to be made to anyone else. The 
Commission contends that § 89-h re- 
quires its consent upon a sale or lease 
to anyone. 

It should be noted that the Com. 
mission has no jurisdiction over rates 
or service of municipally owned water- 
works. Section 89-/ of Article 4B 
of the Public Service Law deprives 
it of such jurisdiction. The only ob- 
ligation resting on the municipality 
under that section is to file with the 
Commission a copy of the annual re- 
port of its division, bureau or depart- 
ment of water. 

The Commission however does not 
rest its claim to regulatory power up- 
on the acquisition of the property by 
defendant but upon the proposed dis- 
position of the property by plaintiff, 
which is a waterworks corporation 
operating under the jurisdiction of the 
Commission. 

Considering all the circumstances 
we are convinced that plaintiff may 
not transfer its property to defendant 
without the consent of the Commis- 
sion. It seems to us that the term 
“corporation” used in the statute 
clearly includes a municipal corpora- 
tion. 
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SPRING BROOK WATER CO. v. HUDSON FALLS 


[3] The Public Service Law con- 
tains five sections which require the 
consent of the Commission to a trans- 
fer or lease of franchises, works or 
system, or any part thereof, by desig- 
nated utility companies: § 89-h (wa- 
teworks corporations); § 70 (gas 
and electric corporations) ; § 54 (street 
railroad corporations); § 63 (omni- 
bus corporations); and § 83 (steam 
corporations ). 

Each of these sections is similarly 
phrased. It is apparent upon the face 
of their provisions that the regulatory 
power of the Commission in respect to 
transfers or leases of the works or sys- 
tems of the utility companies were in- 
tended to be operative with respect to 
the transferor, rather than the trans- 
feree. These enactments are designed 
to regulate the disposition of operating 
properties by utility companies—not 
their acquisition by others. 

It is unimportant to whom the 
properties are to be transferred or 
leased; the vital fact under the statu- 
tory provisions is that a public utility 
company is proposing to part, perma- 
nently or under lease, with some or all 
of its operating properties, and this it 
may not do “without the written con- 
sent of the Commission.” Public 
Service Law, §§ 54, 63, 70, 83, 89-h. 

[4, 5] The fundamental question in 
this case is whether a public utility 
corporation, having embarked upon a 
public enterprise and having dedicated 
its property to the public use and hav- 
ing assumed the obligation to serve 
the public, can cease rendering such 
service without the consent of the Pub- 
lic Service Commission. 

The transfer sections of the Public 
Service Law, including § 89-h are a 
part of the statutory scheme by which 
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rate schedules are to be kept on file, 
under the supervision of the Public 
Service Commission (Public Service 
Law, § 89-c, subdiv. 10), and service 
continued thereunder until the consent 
of the Commission has been obtained 
to a cessation of service. From this 
standpoint it is immaterial whether 
the company sells and transfers its 
property to a municipality or to any- 
one else. The Commission is entitled 
to inquire into the question of whether 
adequate service to the public will be 
continued after the transfer, or wheth- 
er sufficient reason exists for an aban- 
donment of service, if service is to be 
abandoned. 

Where an entire plant is proposed 
to be sold to a municipality, it may be 
that large numbers of consumers are 
located outside of the municipality, as 
in the case at bar. A question of pub- 
lic interest would clearly be presented 
as to such consumers. Once the trans- 
fer is made, the Commission will have 
no jurisdiction over the service or the 
rates to be charged to nonresident con- 
sumers by the municipality. 

Their interests can be protected only 
at the stage when a transfer to the mu- 
nicipality is proposed. It is clearly 
the duty of the Commission to inquire 
as to whether there will be continu- 
ance of service to nonresident consum- 
ers, of an adequate nature and at rea- 
sonable rates. In the present case 
there are some 200 nonresident con- 
sumers. The village, of course, will of 
necessity establish rates in accordance 
with the price paid, and if the price is 
excessive the consumers will have to 
pay excessive rates. 

In a situation like the one before us 
there is a broad question of public in- 
terest as to whether a proposed sale to 
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a municipality. would be beneficial or 
detrimental to all consumers, includ- 
ing residents of the municipality. Ifa 
sale is proposed at a highly excessive 
price, the municipality will naturally 
seek to earn a return thereon if the 
sale is consummated at such price. 
While it is true the Commission will 
have no jurisdiction over rates once 
the municipality takes over the prop- 
erty, the residents of the village are 
members of the public whose interests 
may be protected by the Commission 
in connection with the proposed trans- 
fer. It is the function of the Commis- 
sion to protect the consuming public. 
All consumers possess a vital interest 
in a proposed sale to a municipality, 
for an excessive price may result in an 
increase of their rates, which would be 


beyond the power of the Commission 
to regulate. Furthermore, the ade. 
quacy of service is a matter of public 
conern. The Commission manifestly 
should have power at the time of the 
sale to pass upon the question of 
whether adequate service at reasonable 
rates can be and will be maintained by 
the purchaser, whether it be a munici- 
pality or anyone else. 

From what has been said it is our 
conclusion that judgment should be 
entered in favor of defendant and 
against plaintiff denying specific per- 
formance of the agreement, without 
costs. 

Judgment granted in favor of de- 
fendant and against plaintiff denying 
specific performance of the agreement, 
without costs. All concur. 





MARYLAND PUBLIC SERVICE COMMISSION 


Re The DeLuxe Cab Company of 
Baltimore City, Incorporated 


Case No. 4695, Order No. 41446 
October 4, 1945 


PPLICATION for permits for operation of taxicabs; applica- 


tion dismissed. 


Certificates of convenience and necessity, § 96 — To whom granted — New tasi- 


cab company. 


Taxicab permits should not be granted to a newly organized corporation, 
not operating any taxicab service and which owns no cabs, when regular 
and long-established taxicab companies are ready and able to supply ade- 
quate service as soon as war restrictions on industry are lifted. 


APPEARANCES: Dallas F. Nicho- 


Lindsay, for the Association of Inde- 


las, for The DeLuxe Cab Company pendent Taxi Operators, Inc., Sun 
of Baltimore City, Inc.; James J. Cab Company, Incorporated, and the 
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RE THE DeLUXE CAB CO. 


Black and White Taxicab Association, 
Incorporated ; Nicholas G. Penniman, 
3rd, for Belle Isle Cab Company, In- 
corporated, and The Yellow Cab Com- 
pany; Nathan Hamburger, for Wm. 
H. Rothman, Irvin K. Edelstein, and 
Max Rothman, trading as Greyhound 
Cab. 


By the Commission: This is an 
application for twenty-five new taxi- 
cab permits filed by The DeLuxe Cab 
Company of Baltimore City, Inc., a 
newly organized Maryland corpora- 
tion not now operating any taxicab 
service. 

Pursuant to joint resolution of the 
general assembly of Maryland, this 
Commission, on June 29, 1937, after 
an investigation into conditions sur- 
rounding the taxicab situation in 
Baltimore, passed a resolution stating 
that in its considered judgment the 
maximum number of taxicabs required 
by the public welfare, convenience, 
and necessity, was 1,000. The Com- 
mission thereupon granted sufficient 
additional permits at that time to bring 
the total number of outstanding per- 
mits up to 1,000. Since that time no 
additional permits have been issued 
for the operation of cabs in the city 
of Baltimore and its environs, although 
more than 800 applications for such 
permits have been filed with the Com- 
mission. 

Since 1937 the Commission has 
continuously conducted its own inves- 
tigation and applied its own observa- 
tion as to the taxicab situation in 
Baltimore. It is, and has been, fully 
aware of the great influx of war work- 
ers into the city, and the large number 
of transients moving in and out of 
Baltimore during the war period. It 
also is, and has been, fully aware that 
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in some sections of the city, and par- 
ticularly at certain congested points, 
taxicab service has not been satisfac- 
tory during the war years. On the 
other hand, the Commission is, and 
has been aware that a great many of 
the taxicabs for which permits have 
been issued are not now in service, 
due to the lack of new automobile 
manufacture, shortage of critical parts, 
shortage of manpower, and other con- 
ditions which have seriously affected 
the taxicab industry, along with other 
civilian pursuits during the war years. 

The Commission is informed, and 
believes, that this situation will rap- 
idly improve with the release of new 
automobiles to the taxicab industry 
and with the out-migration of many 
war workers from the Baltimore area. 


Because so many of the authorized 
taxicabs in Baltimore have been out of 
service during the war the Commis- 


sion has felt that it is not only unnec- 
essary, but highly unwise, to grant 
any additional permits for cabs dur- 
ing this period. 

When the present application was 
filed for twenty-five additional cab 
permits, this Commission rejected it, 
as it had all of the 800 other applica- 
tions, on the basis of the aforemen- 
tioned resolution of 1937 placing a 
ceiling of 1,000 cabs for Baltimore. 
Later, after a court suit was institut- 
ed by this applicant, the Commission 
reconsidered and decided to hold a 
hearing in which it would hear not 
only the sponsors of this application 
but any other interested parties, on the 
general question of whether the ceil- 
ing of 1,000 cabs should be increased. 
A hearing was duly held and testi- 
mony taken, not only from this ap- 
plicant, but from representatives of a 
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number of the large taxicab owners 
in the city, as well as outside persons 
specially qualified to give the Com- 
mission the benefit of their experience 
and advice. 

The testimony disclosed that Balti- 
more, with 1,000 cab permits outstand- 
ing, has more taxicabs per capita than 
any of the twenty largest cities in the 
United States except New York, 
Washington, Boston, and New Or- 
leans. In at least two of these 
cities, and probably three, the tran- 
sient population which is largely de- 
pendent upon taxicab service, is con- 
siderably greater than Baltimore. The 
figures show that Baltimore, as of 
1940, had approximately one taxicab 
for each 859 residents. The nearby 
city of Philadelphia has only one cab 
for each 1,718 members of its popula- 
tion. Cleveland, a city roughly the 
same size as Baltimore, has but one 
cab for each 2,137 persons. The city 
of Los Angeles has but one cab for 
each 2,796 persons. Uncontradicted 
outside expert testimony was produced 
before us that 1,000 taxicabs is suffi- 
cient for a city the size of Baltimore, 
in normal times. A greater number, 
it was disclosed, would result in ex- 
cessive competition among drivers for 
fares, to the point where the public 
interest and welfare would be prej- 
udiced and the whole service suf- 
fer. 

The 


testimony further disclosed 
that of the permits for 1,000 taxicabs 
now outstanding, only about 600 of 
such cabs have actually been in serv- 
ice at any one time during the war 


years. Many taxicabs have simply 
worn out from overuse and there have 
been no replacements. Others have 


been laid up for long periods for lack 
of essential parts, shortage of man 
power, inability to obtain tires, gaso- 
line rationing, and for other reasons, 
all of which may be attributed to the 
war. 

On the basis not only of the testi- 
mony, but also of the Commission’s 
continuing investigation and observa- 
tion, the conclusion is reached that in 
normal times 1,000 taxicabs is suff- 
cient to supply the reasonable needs 
of the people of Baltimore. The war 
has now ended and new taxicabs will 
soon be available in sufficient quanti- 
ties to supply the needs of the Balti- 
more operators. Many drivers, re- 
pairmen, and other personnel of the 
industry, who have been absent in the 
armed forces, are now returning to 
their former positions, and gasoline 
rationing is ended. Some of the war 
workers who immigrated to Baltimore 
have now departed, although many of 
them may be expected to remain and 
become assimilated into our popula- 
tion. Therefore, normal times, at 
least so far as taxicab service is con- 
cerned, seem to be just around the 
corner. 

We feel it would be a mistake, 
therefore, to grant twenty-five new 
taxicab permits to a newly organized 
group which has not heretofore been 
in the business, and which owns no 
cabs at the present time, when the 
regular and long-established taxicab 
companies in the city are ready and 
able to supply adequate service just as 
soon as the remaining restrictions on 
the industry are lifted. 

For the above reasons, an order 
will be passed in accordance with the 
conclusions reached herein. 
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Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


New Combustible Gas Alarm 
System Announced by Davis 


AvIS EMERGENGY EQUIPMENT CoMPANY, 

Inc., 45 Halleck street, Newark 4, New 
Jersey, manufacturers of safety equipment and 
special instruments, have introduced the new 
Davis combustible gas alarm system, remote 
head type, designed to: (1) detect the pres- 
ence of combustible vapor and/or gas; (2) 
give an audible signal before mixture with air 
becomes dangerous; and (3) control appli- 
ances, such as shutting down machines, start- 
ing ventilating, etc. 

Approved by the Associated Factory Mutual 
Laboratories, this new system can analyze 
combustible gases in any range to 100 per cent. 
It visibly and audibly indicates the approach 
of such gases to dangerous limits, giving warn- 
ing before a fire or an explosion could take 
place. 


Blaw-Knox Booklet Ready 


pos sions of prefabricated power piping 
engineers regarding the design of piping 
layouts for flexibility have been published in a 


booklet entitled “Blaw-Knox Functional 
Spring Hangers and Vibration Eliminators,” 
which may be obtained from the Blaw-Knox 
Company, Pittsburgh, Pennsylvania, upon ap- 
plication. 

The booklet gives many details concerning 
standard and special types and sizes of func- 
tional spring hangers and vibration elimina- 
tors, with instructions for their installation, 
and engineering information which will be of 
help when adoption of this type of support is 
under consideration. 


G-E Fuse Catalog Available 


ir 32-page catalog on General Electric 
Company’s cartridge and plug fuses has 
just been published by G-E’s appliance and 
merchandise department at Bridgeport, Con- 
necticut. This catalog contains full specifica- 
tions on all fuses in the General Electric line 
and much other fuse information. 

Vetailed descriptions are given of the con- 
struction of G-E nonrenewable and renewable 
cartridge fuses, Silvend fuses, and Pyrex plug 
fuses. The different parts of all these fuses are 
illustrated and described, and the purpose of 
each part is also outlined. 

In addition to the presentation of G-E fuses 
in the catalog, there are three chapters of gen- 
eral interest. One deals with the operation of 
uses and contains a technical description of 
short circuits, normal overloads, abnormal 


overloads, time-current characteristics of 
fuses, and high interrupting capacity. There is 
also a description given in this chapter of the 
tests General Electric makes on fuses at its 
fuse laboratory in Schenectady. 

The other two chapters deal with fuse his- 
tory and fuse care, respectively. In the first of 
these chapters, fuse history is traced from the 
beginning of the electrical era. Photographs 
are shown of early wire fuses and-early plug 
fuses. The other chapter, about the care and 
maintenance of fuses, gives practical sugges- 
tions for keeping fuses in good condition. 


Indoor Climate Institute 
Elects New Officers 


A the 2nd annual meeting of the Indoor 
Climate Institute recently held in De- 
troit, T. A. Crawford, general manager of 
Timken Silent Automatic Division, Timken- 
Detroit Axle Company, was elected president 
succeeding Paul B. Zimmerman, who has n° 
the office since inception of the institute. L. N 
Hunter of The National Radiator Company 
was made first vice president ; R. E. Moore of 
Bell & Gossett Company, and E. N. McDon- 
nell of McDonnell and Miller, were reélected 
secretary and treasurer, respectively. 
| bs Cot. C. G. Duy, Jr., has joined Proctor 
Electric Company, Philadelphia, as ad- 
vertising and sales promotion manager, it has 
been announced by Robert M. Oliver, vice 
president. In this capacity, he will be responsi- 
ble for the planning and directing of all Proc- 
tor advertising; the educational training of 
wholesale and retail sales personnel; planning 
and conduct of sales meetings and demonstra- 
tions » merchandise presentation and informa- 
tive labeling of products; and general consum- 
er education concerning them. 

Lt. Col. Duy comes to Proctor with a record 
of over fourteen years of utility and appliance 
sales, advertising, and promotional experience. 
He served in the army air corps from 1942 up 
to the present time. Prior to entering the armed 
forces, Lt. Col. Duy spent six years at West- 
inghouse Electric Corporation in advertising, 


Joins Proctor Electric 
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“"MASTER*LIGHTS” 
© Portable Battery Hand Lights. 

© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 
197 Sen Bib Boston 45, 
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INDUSTRIAL PROGRESS—( Continued) 





sales promotion, and sales development execu- 
tive positions. Before joining Westinghouse, 
he was with the Pennsylvania Power & 
Light Company for eight years, serving as a 
divisional sales director during the last four. 


Westinghouse to Expand 
New Jersey Operation 


T? allow for expansion of warehouse, serv- 
ice, and manufacturing facilities of the 
Newark manufacturing and repair department 
of the Westinghouse Electric Corporation, 
plans to acquire 26 acres of land in Hillside 
for a building to cost in excess of a million 
dollars were announced by L. D. Canfield, 
manager of the Eastern district acai i 
and repair department. 

Activities at the new plant will include 
manufacturing of switchboards, control, panel 


boards, and repairing of motors, transformers, @ 


generators, and other electrical equipment for 
utilities, railroads, and industrial corporations. 


Thomas A. Edison Centennial 


ORMATION of the Thomas A. Edison Cen- 
tennial Committee which will conduct the 
international observance of the 100th anniver- 
sary of the birth of the late Thomas A. Edi- 
-son on February 11, 1947, was announced re- 
cently by Edison Pioneers, an, association 


founded in 1918 by the men who worked with 
him. Honorary chairmanship of this commit- 
tee has been accepted by Henry Ford, long a 
close associate of the inventor. 

Charles F. Kettering, president of the Amer- 
ican Association for the Advancement of 
Science and chairman of the National In- 
ventors Council, will be chairman of the Edi- 
son Centennial Committee. Specific plans for 
the centennial will be revealed after Mr. Ket- 
tering’s committee is set up. 


“Gas Range of Tomorrow” 
Design Contest 


contTEsT for the design of the “‘Gas Range 
of Tomorrow,” involving sixteen cash 
awards totaling $18,000, is being conducted by 
the American Stove Company, S. E. Little, 
vice president, has announced. It will be spon- 
sored by ‘Architectural Forum, with George 
Nelson, of the American Institute of Archi- 
tects, as professional advisor. 

Reason for the competition is effectively out- 
lined in the attractive rules booklet which has 
been prepared by its sponsors. 

The contest imposes few limitations on the 
designs. In addition to the over-all design and 
appearance, there is also the problem of new 
features to be incorporated in the range, which 
make the job of cooking more convenient. 

Designs may show a radical departure from 





THE NEW 


Public utilities save time and money using 
the new Cummins endorser Model 250 to 
receipt bills and endorse checks. 


Lum mins 


ELECTRIC ENDORSER 
Special Features 


Electrically operated 
Oversize Table Top 

Extra Large Check Compartment 
Safety Switch 

Full View Date Recorder 
Finger Trip Control Switch 
Ink Flow Control 
Indicator Light 

Automatic Check Counter 
Silent-v-belt Drive 
“Oilite” sealed lubrication 


13% faste 
Ss apparent 
a higher is 

cables w 

and incr 
site Duc 
bustible, 
. Smooth 


Write for complete information today. 
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ABORATORY TESTS PROVE: 


TRANSITE DUCTS 
IFFUSE HEAT FASTER! 


DM LABORATORY TESTS lasting more than two 
urs comes proof of the superior heat-dissipating 
ties of Transite Ducts. 


applying the data from the tests to specific field 
itions, J-M Engineers have determined the com- 
ive I2R losses of underground ductways in actual 
ion. They have found, as a result of a number of 
studies that Transite Ducts dissipate these losses 
13% faster than the other ductways tested. 


s apparent, therefore, that cables in Transite Ducts 
higher inherent load capacity. Or, carrying rated 
cables will run cooler, thereby reducing copper 
and increasing cable insulation life. 


site Ducts are strong, immune to rust and rot, 
bustible, not affected by electrolysis or galvanic 
. Smooth bore makes possible long cable pulls 
msy replacements. Long, lightweight lengths can 
ickly installed: And, a variety of fittings simplifies 
he most complicated installations. 


tefor Data Book DS 410, Johns-Manville, ‘ 
40th St., New York 16, N. Y. 


oO Ts 


ns-Manville 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large ainge of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 
iving a dependable grip on both con- 
uctors. Also Straight Connectors and 


Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectars for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


PR agenesis Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


(on e523 5) Om @ 8 i * | ee ee 2 ee 


existing practice, or they may involve only 
slight modifications. If desired, a series of de. 
signs may be submitted. 

The contest is opén to all residents of the 
United States, with the exception of the Amer. 
ican Stove Company, its subsidiaries, its ad- 
vertising agencies, The Architectural Forum, 
and the families of such employees, or em- 
ployees of other range manufacturers. 

The cash awards are broken down as fol- 
lows: First prize, $5,000; second prize, $3,000; 
third prize, $2,000 ; three prizes we ey 000 each 
and ten prizes of $500 each. The contest opal 
in November and closes March 1, 1946, 

The competition booklet, which also incor. 
porates the basic technical data required i 
initiating a design, may _be obtained free of 
charge by writing to George Nelson, Aly 
c/o The Architectural Forum, depa’ rmen 
P-3, Empire State building, 350 Fifth aver | 
New York 1, New York, mentioning the Mage: 
Chef design contest. 


New Coffing Hoist Catalog 


HE Coffing Hoist Company of Dan 

Illinois, announces the publication of % 
new catalog of its products, which ind 
ratchet lever hoists, safety load binders, utility 
maintenance tools, electric hoists, electric ho 
accessories, spur gear chain hoists, differential 
chain hoists, I-beam trolleys, ratchet 
hoist parts, load binder parts, and spur ¢ 
hoist parts. Copies of the catalog may be ob 
tained from the company. : 











THE TENNESSEE VALLEY AUTHORITY 
has openings for people who are interested 
in power supply work, and rural, commercial 
and industrial electrical development activi- 
ties. The basic entrance salaries for the pos 
tions will range from $2400 to $4300 a year 
depending upon the position which candé 
dates may be qualified to fill by reason of 
their training and experience. 


Candidates should be generally qualified 
through formal education in the field @ 
electrical, mechanical, agricultural, or by 
draulic engineering or public utility ee 
nomics, or a combination of education and 
experience in one or more of these fields 
In addition, for positions at the hig 
salary levels, candidates should have ex 
ence along the lines indicated above. Iti 
desirable that candidates for electrical 
velopment work have a _ technical 
ground, practical electrical ‘utility ex 
ence and qualifications for personal cor 
with individual customers, officials of 
electric systems, and others. 


Those who are interested in these posit 
should write the Personnel Depart 
Tennessee Valley Authority, Knoxville, 
nessee, requesting an application form. 
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The cost factors of power go down to bedrock 
when International Diesel Tractors do the dirt 
moving. Low fuel consumption for work done is the 
first benefit. Greatly reduced maintenance assures 
savings of time and money. Long-lived stamina 
reduces depreciation write-offs. And their adapt- 
ability to all kinds of work keeps International 
Crawlers forever busy. 


There’s a size of International TracTracTor or 
Wheel Tractor for almost every kind of power 
need—well adapted to any application you may 
have in mind. 
es — Ask the International Industrial Power Dis- 
Dependable after-sale service is provided all . tributor near you for information and help in 


owners of Internationals by distributors and selecting the best power and equipment for the 
dealer organizations that span the continent rojects you’re planning. 

and circle the globe. Factory replacement aig y P 8 

parts and equipment built for use with Inter- Industrial Power Division 

national Tractors and Power Units are avail- 

able through these organizations. This assures INTERNATIONAL HARVESTER COMPANY 
maximum value and long term benefits for 180 North Michigan Avenue Chicago 1, Illinois 
owners and operators-every where, 
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PROFESSIONAL DIRECTORY 


* This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » > -% 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











DESIGN Fi ord, Bacon & Davis, ANC. BATE CASES 


CONSTRUCTION APPRAISALS 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Ivc. 


ENGINEERS SPECIALISTS 
POWER ENGINEERING SINCE 1906 pon... sad Fapediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, Serving Utilities 1 Industrials Rates, Research, Reports, 
Personnel Relations, 


Operating Betterments, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 


Feed .Water Treatment. Washington New York Accident Prevention, 














FREDERIC R. HARRIS, INC. 
Engineers Constructors Management 
Reports Appraisals Valuations 

NEW YORK 
Knoxville San Francisco Houston 
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Engineers WILLIAM 8S. LEFFLER Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER .— GAS Utility Operations 
Noroton, Connecticut 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “==. Washington, D. C. 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations ° 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 
New York Sar Francisco 
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Sargent & Landy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R e ports—Design—Supervisios 
Chicago 3, Ill. 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON « NEWYORK + CHICAGO «+ HOUSTON « PITTSBURGH 
SAN FRANCISCO « LOS ANGELES 











WELSBACH ENGINEERING and MANAGEMENT CORPORATION 


Consultants on All Phases Utility Operations 
a> General Office: 1500 Walnut St., Philadelphia 2 


Utility Appraisals « Engineering » Construction + Street Lighting Maintenance 








The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. BLACK & VEATCH. 
Consulting Engineers 


Water, Sewage and Industrial Waste Problems CONSULTING ENGINEERS 
Airfields, Refuse Incinerators & Power Plants Appreicais, investigations tad: re- 
Industrial Buildings 


ports, design and supervision of con- 
Ghy Channing mr Weteusiene struction of Public Utility Properties 


1520 Locust Street Philadelphia 2 4706 BROADWAY KANSAS CITY, MO. 








BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTGRMENTS — COMPLETE OFFICE ‘SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 








36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 








Public Cae Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
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W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie Sr., Cricaco 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUST RIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 


A. S. SCHULMAN ELgctric Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND DistRri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Cxicaco 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











MANFRED K. TOEPPEN 
ENGINEER : 
CoNSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SURVEYS . 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


New York 7, N. Y. 





261 Broadway 





DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


DAVEY 


TrEE TRIMMING 
FOR 


Ling CLEARANCE 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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SE ACTIVATED’ 
Vv. ad 
“1-3 * 


OT \ 

Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more informetion about its remarkable 
record, just write @ note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Thetr products and services cover a wide range of utility needs. 


A 


*Addressograph-Multigraph Corp. 
Albright & Friel, inc., Engineers 
American Appraisal Company, The 
*American Perforator Company, The 


Babcock & Wilcox Company, The 
Baldwin Locomotive Works, The 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Block & Veatch, Consulting Engineers 


*Blackburn-Smith Manufacturing Company, Inc... 


*Blaw-Knox Division of Blaw-Knox Company 
Burroughs Adding Machine Co. 


c 


Carpenter Manufacturing Company 
Carter, Earl L., C iting Engi 
Cleveland Trencher Co., The 

*Combustion Engineering Company, Inc. 
*Consolidated Steel Corp., Ltd. 
*Coxhead, Ralph C., Corporation 
Crescent Insulated Wire & Cable Co., Inc. 





Cummins Business Machines Division of A. S. C. 


Davey Compressor Company 
Davey Tree Expert Company 
Day & Zimmermann, inc., Engineers 


Egry Register Company, The 

Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 
Elliott Company 


Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 


*Gar Wood Industries, Inc 
General Electric Company 
Gilbert Associates, Inc., 
Gilman, W. C., & C 
Grinnell Company, Inc. 





Horris, Frederic R., 


International Harvester Company, 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville 


*Fortnightly advertisers not in this issue. 


L 
Lavino, E. J., and Company 
Lefier, William S., Engineers 
Loeb and Eames, Engineers 
Lucas & Luick, Engineers 


Muda, Ches. ¥., tue. ....ckb.-cncoeeeeae ae 
Manning, J. H., & Company, Engineers 

*Marlin Industrial Division 

Marmon-Herrington Co., Inc....... 

Merco Nordstrom Valve Company -...... ° 
Mercoid Corporation, The 


Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Co. 


P 
Pennsylvania Transformer Company 
Penn-Union Electric Corp. ......... adhe a 
Pittsburgh Equitable Meter Company ......... 
Public Utility Engineering & Service Corporation 


Railway & Industrial Engineering Company 
Recording & Statistical Corp. 

Remington Rand Inc. 

Ridge Tool Company, The 

Riley Stoker Corporation 


Senderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Contractors 
Stone & Webster Engineering Corporation 


T 


Tennessee Valley Authority, The 
Toeppen, Manfred K., Engineer 


Vulcan Soot Blower Corp. 


Ww 
Welsbach ote and cenngnee 
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UJinter 
Air 
onditioning! 
ma, do7ng to stimulate 


is market as an important load builder 





in postwar? 


The residential warm air heating and air conditioning industry 
will be a very potent force in building bigger domestic peace- 
time loads for YOU and other utility companies. 

Taking the first five years of postwar, research and surveys by 
our publication, AMERICAN ARTISAN indicate an annual. 
market for residential winter air conditioning at least 70% 





greater than in any prewar year. 





In view of this highly promising outlook, both manufacturers 
and dealers are planning — many starting now — extensive pub- 
200 te 350 KWH licity and sales promotional campaigns. You, too, can help! 


Ay pA py May we suggest you allocate, during the months ahead, 


every winter air conditioning ° oe ° 
hatte. senetren, a a portion of your consumer advertising (newspaper, radio 
sao or both) to “Winter Air Conditioning in the Home” — and 
thereby further stimulate this very important market for 

your product, ELECTRICITY! 
Our new 84-page book, “The Residential Heating Market,” 
will give your merchandising men complete data covering the 
territories in which you operate. One copy mailed with our 


compliments — write us today! 














EENEY p UBLISHING| | Re BEY Destor-conrecors 


Who Hondle the Bulk of 


6 N. MICHIGAN, CHICAGO 2 Te se Sechdential Aly Con 
4 ditioning, Warm Air 


° PS . . . } 
fir Conditioning Headquarters ie ad gee 


0 PUBLISHERS OF HEATING, PIPING & AIR CONDITIONING - “la Meto!l Work 





Don't let your 


Tie you dow 


Here's another example of the greater 
adaptability to changing needs that you derive 
from standardization ond repetitive manufac- 
ture of power apparatus. 

An inherent advantage of the unit substation 
is that it provides a true building-block approach 
to the problem of meeting expanding power 
requirements: Initially a single. unit may be 
installed. Identical units can then be added’ as 
needed, interconnected t6 form a combination as 
economical ‘and. efficient as if the whole haa 
been designed as.-one. 

With unit substations, there is no problem of 
substation obsolescence—due to feeder-circvit- 


A tht, 





@ Duplex vai ists of twe 
transformer sections, twe’ combination - 
transformer secondary ond feeder power =~ 
circuit breakers, and a tie circuit breaker 
thet is normally open. Should one in- 
coming line or trensformer drop. out, its 
secondary breaker will immediately open, 
and the tie breaker will avtematically 
close. This provides two independent 
paths of power supply te seach outgoing 
feeder. Various methods of linking twe 
or more duplex units taise’ reliability 
levels even higher. 


BUY ALL THE BONDS you CAN—AND KEEP ALL YOI 


» investment. Apparatus 
‘Company, Schenectady 5, N.Y. 


breaker interrupting ratings becc ing 
quate—as connected transformer cag 
increased. What's more, it’s rela: ve 
to relocate one or more unit substc “ong 
loads shift to other areas. Bo 
Whether tomorrow's loads are cagily 
casted or highly unpredictalsle, it ~ilipey 
to base your plans on these blo of 
station capacity. Ordered. tout :' ee 
and built by repetitive . 
a practical way to get the:most om 
$i Genera * ; 


Crte oe 


ELECTRIC on | 


pur 
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